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Important Additional Information 

Hess Corporation, its directors and certain of its executive officers may be deemed to be participants in the solicitation of proxies from Hess 
shareholders in connection with the matters to be considered at Hess’s 2013 Annual Meeting. Hess has filed a preliminary proxy statement and form 
of WHITE proxy card with the U.S. Securities and Exchange Commission in connection with the 2013 Annual Meeting. HESS SHAREHOLDERS 
ARE STRONGLY ENCOURAGED TO READ THE DEFINITIVE PROXY STATEMENT AND ACCOMPANYING WHITE PROXY CARD WHEN 
THEY BECOME AVAILABLE AS THEY WILL CONTAIN IMPORTANT INFORMATION. Information regarding the identity of potential participants, 
and their direct or indirect interests, by security holdings or otherwise, is set forth in the proxy statement and other materials to be filed with the SEC. 
Shareholders will be able to obtain any proxy statement, any amendments or supplements to the proxy statement and other documents filed by Hess 
with the SEC for no charge at the SEC’s website at www.sec.gov. Copies will also be available at no charge at Hess’s website at www.hess.com, by 
writing to Hess Corporation at 1185 Avenue of the Americas, New York, NY 10036, by calling Hess’s proxy solicitor, MacKenzie Partners, toll-free at 
(800) 322-2885. 


This document may contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the 
Securities Exchange Act of 1934. These statements reflect the company’s current views with respect to future events and financial performance. No 
assurances can be given, however, that these events will occur or that these results will be achieved, and actual results could differ materially from 
those projected as a result of certain risk factors discussed in Hess’s Form 10-K and other periodic filings with the SEC. 


COVER: DRILLING OPERATIONS, NORTH DAKOTA 


FINANCIAL AND 


OPERATING HIGHLIGHTS 


HESS CORPORATION 


Amounts in millions, except per share data 


Financial — for the year 2012 2011 
Sales and other operating revenues $ 37,691 $ 38,466 
Net income attributable to Hess Corporation $ 2,025 $ 1,703 
Net income per share diluted $ 5.95 $ 5.01 
Common stock dividends per share $ .40 $ 40 
Net cash provided by operating activities $ 5,660 $ 4,984 
Capital and exploratory expenditures $ 8,265 $ 7462 
Weighted average diluted shares outstanding 340.3 339.9 
Financial — at year end 2012 2011 
Total assets $43,441 $ 39,136 
Total debt $ 8,111 $ 6,057 
Total equity $ 21,203 $ 18,592 
Debt to capitalization ratio 27.7% 24.6% 
Common stock price $ 52.96 $ 56.80 
Operating — for the year 2012 2011 
Production — net 

Crude oil and natural gas liquids (thousands of barrels per day) 

United States 124 94 
International 179 172 

Total 303 266 
Natural gas (thousands of mcf per day) 

United States 119 100 

International 497 523 
Total 616 623 

Barrels of oil equivalent (thousands of barrels per day) 406 370 


(a) Total debt as a percentage of the sum of total debt and total equity. 


This past year has been one of significant progress 
for Hess as we continued our transformation from 
an integrated oil and gas company to a focused, 
higher growth, lower risk pure play exploration and 
production (“E&P”) company. 


Our reported net income for the year was the third 
highest in company history and our cash flow was 
the highest in our history. 


Specifically, E&P earned $2.2 billion on a crude oil 
and natural gas production base of 406,000 barrels 
of oil equivalent per day, which represented a 10 
percent increase from 2011. These strong financial 
and operating results were driven by an 87 percent 
increase in production in our leading position in the 
Bakken shale oil play in North Dakota. At year end, 
we had replaced 141 percent of our production at a 
finding, development and acquisition cost of about 
$38 per barrel of oil equivalent. Our proved reserves 
stood at 1.553 billion barrels of oil equivalent and 
our reserve life was 10.3 years. 


MULTI-YEAR TRANSFORMATION 
TO PURE PLAY E&P COMPANY 


Our Board and management team have been in the 
process of transforming Hess into a more focused 
and higher growth exploration and production 
company. On March 4, 2013, we announced 

the culmination of that process by exiting our 
downstream businesses and becoming a pure play 
E&P company. Specifically, we are divesting our 
retail, energy marketing and trading businesses; 


divesting our E&P assets in Indonesia and Thailand; 
and pursuing the monetization of our Bakken 
midstream assets. Proceeds from all initiatives 
announced to date will be used first to strengthen 
our balance sheet in order to fund future growth; 
next to increase returns to all shareholders through 
a 150 percent increase in our annual dividend to $1 
per share commencing in the third quarter of 2013, 
as well as to repurchase up to $4 billion of Hess 
shares. We also expect to return additional capital to 
shareholders in connection with the monetization of 
our midstream Bakken assets expected in 2015. 


There have been essentially three phases that this 
transformation has followed. Beginning in 2010, with 
Phase One, we began a process of continuing to 
invest in our growth engines for the future, focusing 
the upstream business by pruning mature assets and 
reducing our exposure to the downstream business. 
We substantially built upon our leadership position in 
the Bakken, including adding 250,000 net acres in 
2010; established a core position in the emerging 
Utica shale play in Eastern Ohio and, through a series 
of transactions, increased our ownership interest in 
the Valhall Field in Norway. We also closed our 
HOVENSA joint venture refinery in St. Croix, U.S. 
Virgin Islands in the first quarter of 2012. 


In Phase Two, highlighted on our July 2012 earnings 
call, for the first time we publicly communicated how 
we were at a mid-point of Hess’ strategic 
transformation and specified steps the company was 
committed to making in the future in support of that 
process. These steps included focusing our E&P 


strategy on lower risk and higher growth shale 
assets, including our Bakken and Utica positions; 
exploiting existing discoveries, such as Tubular 
Bells in the deepwater Gulf of Mexico and the 

North Malay Basin in the Gulf of Thailand; narrowing 
our exploration focus to a few key areas such as 
offshore Ghana; further divesting upstream assets 
to focus on our growth engines; continuing to 
reduce our exposure to downstream by completing 
our exit from the refining business with the closure 
of our Port Reading, New Jersey refinery and 
divesting our terminal network; and reducing our 
capital expenditures by increasing efficiencies in 

the Bakken and sharpening our focus in exploration. 


Phase Three, announced March 4, 2013, will 
complete our transformation to a pure play E&P 
company as we exit what remains of the 
downstream and further focus our E&P portfolio 
on future growth. 


SAFETY AND SOCIAL RESPONSIBILITY 


Overall workforce safety performance improved 

14 percent in 2012. The programs we introduced 
in response to the deterioration in contractor safety 
performance in 2011 proved effective, particularly 
in our growing business in the Bakken. 


In 2012, the company continued its support of 
projects in education, health, and community 
development in partnership with communities 
where we do business. In Ghana, we launched the 
Hess scholars program, a three-year initiative to 
increase access to secondary education for 
promising low-income students. In North Dakota, 
we began Succeed 2020, a program to improve 
school to career transitioning through integration 

of college and career counseling, improving student 
achievement through teacher training, and 
developing strategies to address the achievement 
gap for at risk students. Hess provided significant 
support to relief efforts in the wake of Hurricane 
Sandy, mobilizing staff and resources to ensure that 
nearly all of our retail stations in the affected region 
would remain fully operational before, during and 
after the storm. The company provided $5 million 
to the Mayor’s Fund to Advance New York City and 
the Hurricane Sandy New Jersey Relief Fund. 


OUR COMMITMENT 


We are committed to delivering long-term 
sustainable value to all of our shareholders and 
believe the roadmap that we laid out earlier this 
month is the best way to achieve this goal. 


| would like to thank our existing directors. Former 
Treasury Secretary Nicholas Brady, former Governor 
Thomas Kean, former Senator Sam Nunn and Frank 
Olson will be retiring from our Board. Two of our 
senior executives, Greg Hill and Borden Walker, 
also are leaving the Board but will continue in their 
current leadership roles. All of these directors have 
served with distinction and there is no stronger 
statement of their leadership and contribution to 
this company than the quality of the incoming 
members who will follow in their footsteps. Our 
directors, along with our management team, 
deserve credit for building our company today and 
positioning us to create near and long-term value 
for all of our shareholders. As we complete our 
transformation to a pure play E&P company, we are 
adding six world-class independent directors to the 
Board: John Krenicki, Dr. Kevin Meyers, Fred 
Reynolds, Bill Schrader, Dr. Mark Williams and Jim 
Quigley. They bring the right mix of top corporate 
leadership, operational and financial expertise and 
top level E&P experience. We do not think there is 
a better team anywhere for what we are trying to 
achieve. These independent directors agreed to join 
our Board because they believe in our outstanding 
plan, and they recognize that our plan is the right 
plan for all of our shareholders. 


| want to express my gratitude to our employees, 
who continue to deliver strong performance to 
maximize the value of our assets for shareholders. 

| especially want to thank you, our shareholders, for 
your continued interest and support. 
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John B. Hess 
Chairman of the Board and Chief Executive Officer 
March 4, 2013 
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PRODUCTION 


In 2012, net production averaged 406,000 barrels 
of oil equivalent per day, up from 370,000 barrels 
of oil equivalent per day in 2011. This 10 percent 
increase was primarily driven by production growth 
in the North Dakota Bakken shale oil play. 


Net production from the Bakken rose to 56,000 
barrels of oil equivalent per day from 30,000 barrels 
of oil equivalent per day the previous year. During 
2012, we brought online 206 new wells while 
continuing to invest in infrastructure projects, 
including expanded export capability at the Tioga 
Rail Terminal, which commenced operation in April, 
and the Tioga gas plant expansion, expected to 
start up in late 2013. 


In Libya, production averaged 21,000 barrels of 
oil equivalent per day, up from 4,000 barrels of 
oil equivalent per day the previous year. In the 
deepwater Gulf of Mexico, net production from 
the Llano field averaged 8,000 barrels of oil 
equivalent per day in 2012, compared to 5,000 
barrels of oil equivalent per day in 2011. The 
Llano-3 well was shut-in for most of 2011 and 
returned to production during the second quarter 
of 2012 following a well workover. The Llano-4 
production well was spudded during the fourth 
quarter of 2012 and is planned to commence 
production during the second half of 2013. 


VALHALL. FIEED; NORWAY 


These increases were offset somewhat by 

the major field redevelopment project at the 
BP-operated Valhall Field offshore Norway, 
which resulted in production averaging 13,000 
barrels of oil equivalent per day, versus 22,000 
barrels of oil equivalent per day in 2011. 


DEVELOPMENTS 


In the deepwater Gulf of Mexico, development 
drilling was commenced at the Tubular Bells project 
and hull and topsides fabrication progressed, with 
first production targeted for 2014. Hess has a 57 
percent interest and is the operator of the Tubular 
Bells project. 


Also in the deepwater Gulf of Mexico, the owners 
of the Pony and Knotty Head discoveries executed 
a Joint Operating Agreement among its five 
partners designating Hess as operator (20%) and 
renaming the unitized project as “Stampede.” The 
Stampede project is expected to commence front 
end engineering and design work in 2013. 


In the Norwegian North Sea, redevelopment of 
the Valhall Field (64% working interest) progressed 
with the completion of the pipelines switchover in 
September. Hook up and commissioning of the 
new integrated processing and hotel platform was 
completed and hydrocarbon exports resumed in 
January 2013. In the Danish North Sea, East and 
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North wellhead platform jackets and topsides were 
installed as part of the Phase 3 development of the 
South Arne Field (62% working interest, operator). 
The pipeline bundle was also successfully installed 
at South Arne and hook-up and commissioning is 
underway for a second half 2013 startup. 


In Asia, development of the Malaysia/Thailand 
Joint Development Area (Hess 50%) progressed 
with the installation of wellhead platforms 8 and 
9, the fabrication of wellhead platform 10, and 
the sanctioning of wellhead platform 11. First 
production was achieved at wellhead platform 

7 in May. The JDA Booster Compression project 
was sanctioned in June. In Malaysia, Hess was 
selected by the national oil company, PETRONAS, 
to develop, as 50 percent owner and operator, 
the North Malay Basin project. Hess signed three 
production sharing contracts that included 
acquisition of 50 percent of the Bergading Field. 
The first phase of the development, the Early 
Production System, was sanctioned and is expected 
to start production in the second half of 2013. 


EXPLORATION 


In January 2013, the company completed drilling 
of its seventh consecutive successful exploratory 
well on the Deepwater Tano/Cape Three Points 
block offshore Ghana. The wells were drilled by the 
Stena Drillmax drillship in a range of water depths 


between 5,623 and 8,245 feet. Hess achieved 
outstanding performance in terms of drilling time 
and cost-per-foot, with gross well costs averaging 
$40 million for the last three wells, including 
success case logging. 


Based on the results of these wells and Hess’ 
extensive experience in Equatorial Guinea, where 
the geology is similar, the company plans to submit 
an appraisal plan to the Ghanaian government for 
approval during the second quarter of 2013. In 
parallel, Hess has begun pre-development studies 
on the block. Hess holds a 90 percent working 
interest in the block and is the operator. GNPC is 
a 10 percent equity interest partner and is carried 
through to the production phase of the license. 


In Ohio, Hess began to appraise our strategic 
acreage position in the Utica Shale, concentrated in 
Guernsey, Harrison, Jefferson, Belmont and Noble 
counties. The position is the sum of joint venture 
acreage with CONSOL Energy and acreage leased 
100 percent by Hess. In 2012, we commenced a 
comprehensive appraisal program and drilled 12 
wells. We progressed well completion and facilities 
connections, and continue to move forward with a 
comprehensive seismic program. Hess also opened 
a regional office in Steubenville, Ohio from which to 
coordinate operations in the area. In 2013 we plan 
to drill approximately 30 wells as we continue 
appraisal activities. 
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CORPORATE AND SOCIAL RESPONSIBILITY 


Hess is committed to operating with excellence 
and integrity in order to help meet the world’s 
growing energy needs. We strive each day to be 
a trusted energy partner that ensures the safety 
of our workforce and host communities, protects 
and preserves the environment, and makes a 
lasting and positive social impact where we 
operate. Sustainable business practices are 
essential to how we operate. 


Overall workforce safety performance improved 

14 percent in 2012 and was the best performance 
since we began tracking data in 2004. The 
programs we introduced in 2012 in response to 
the deterioration in contractor safety performance 
in 2011 have proven effective, in particular in 
addressing the challenges we faced in our growing 
business in the Bakken oil shale in North Dakota. 


Our focus on safety continues in 2013 with the 
execution of our process safety program across the 
enterprise. The program addresses improving 
process safety leadership capability; strengthening 
our process safety governance, support and 
assurance; and deepening engagement and 
reinforcing accountability. Over the next two years, 
the program will further strengthen our ability to 
manage potential catastrophic risks in our business. 
We will build on available industry experience and 
practice to enhance process safety elements within 
our management system framework, resulting in 
process safety being owned deep in the organization, 
and being integral to every business decision. 


Hess assesses, monitors and has taken steps to 
reduce our carbon footprint at existing and future 
operations. We continue to implement our five-year 
climate change strategy based on a 2008 baseline. 
Our goal is a 20 percent reduction in net equity 
greenhouse gas emissions intensity by the end of 
2013. We are currently about two-thirds of the way 
towards achieving this goal. We have decreased 
flaring from our combined operations in Algeria and 
Equatorial Guinea by more than 50 percent during 
the past several years, achieving our 2013 flare 
reduction target ahead of schedule. In 2012 we 
also integrated the cost of carbon in all significant 
future capital investment decisions. We aim to be 
top quartile for the quality of our climate change 
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disclosures. For the fourth consecutive year, Hess 
was included in the Carbon Disclosure Project’s 
Global 500 and S&P leadership indices. 


Hess is an active participant and supporter of a 
number of international multi-stakeholder frameworks 
that promote transparency, advance human rights 
and seek to protect and preserve the environment. 
In 2012 we focused on operationalizing those 
commitments by training all country managers and 
CSR staff, developing implementation guidelines and 
tools, and incorporating language reflecting our 
expectations regarding the voluntary commitments 
into supplier contracts. We are committed to 
productive stakeholder engagement and dialogue 
through town halls, individual meetings and more 
structured feedback processes. In 2012 we began a 
more systematic stakeholder mapping and 
engagement process at the asset level and plan to 
build on that work in 2013. 


In 2012, the company invested in projects in 
education, health, and community development. 

In Ghana, we launched the Hess scholars program, 
a three-year initiative to increase access to secondary 
education for promising low-income students. The 
first five-year phase of our education program in 
Equatorial Guinea to improve the quality of primary 
education concluded. The program certified nearly 
1,000 primary school teachers, introduced active 
learning to 54 schools, established school libraries 
across the country and equipped them with 180,000 
books, and built management and planning capacity 
at the Ministry of Education. We are now about to 
launch phase two, which will focus on improving the 
quality of education for secondary school students 
through teacher training and school-based, back to 
school and vocational training learning. 


Succeed 2020, a program to improve school to 
career transition in North Dakota, got underway 
in 2012. Program activities include enhancing 
integration of college and career counseling from 
grades 7 upward, improving student achievement 
through teacher training, developing strategies to 
address the achievement gap with at risk students, 
using distance learning to expand access to 
academic and technical courses and building 
partnerships between the business community, 
school districts and higher education institutions. 


HESS SUCGEED'2020, EDUCATIONAL PROGRAM, NORTH DAKOTA 
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PARTI 


Items 1 and 2. Business and Properties 


Hess Corporation (the Registrant) is a Delaware corporation, incorporated in 1920. The Registrant and its 
subsidiaries (collectively referred to as the Corporation or Hess) operate in two segments, Exploration and 
Production (E&P) and Marketing and Refining (M&R). The E&P segment explores for, develops, produces, 
purchases, transports and sells crude oil and natural gas. The M&R segment purchases, markets and trades 
refined petroleum products, natural gas and electricity. The Corporation also operates terminals and retail 
gasoline stations, most of which include convenience stores, that are located on the East Coast of the United 
States. Through February 2013, the Corporation also manufactured refined petroleum products. In January 2013, 
the Corporation announced its decision to cease refining operations at its Port Reading facility in February and 
pursue the sale of its terminal network. In January 2012, HOVENSA L.L.C. (HOVENSA), a 50% owned joint 
venture in the U.S. Virgin Islands, shut down its refinery. The Corporation and its joint venture partner plan to 
pursue the sale of HOVENSA, while the complex is operated as an oil storage terminal. 


The Corporation has for more than two years been engaged in transforming itself into an essentially E&P 
business focused on the Corporation’s most promising properties and operations and intends to continue to 
pursue this strategy. 


See also the Overview in Management’s Discussion and Analysis of Financial Condition and Results of 
Operations. 


Exploration and Production 


The Corporation’s total proved developed and undeveloped reserves at December 31 were as follows: 


Crude Oil, 
Condensate & Total Barrels of 
Natural Gas Oil Equivalent 
Liquids (a) Natural Gas (BOE) (b) 
2012 2011 2012 2011 2012 2011 


(Millions of barrels) (Millions of mcf) (Millions of barrels) 


Developed 
United States: cose acyaces ncaa nace dawalds 280 190 232 199 318 223 
Europe (C) ...... ec eee cece eee ee ees 181 212 190 273 213 258 
TTI or 32 ce tecirs eck estes area nce ash: Bid bdo Seas 188 194 122 63 208 204 
ASIA sicidus. Gi Shei Mies be ae 27 25 676 677 140 138 
676 621 1,220 1,212 879 823 
Undeveloped 
United States 20... 0... cee eee 193 183 168 161 222 210 
GPope (GC). sane ead ewe ea y arin ed aes 235 282 167 290 263 331 
AfTiCa 2. cece ene 46 56 20 8 49 57 
ASG 2:-b4cige Gd hoo ddw cage deies boandes 21 27 720 752 140 152 
495 548 1,075 1,211 674 750 
Total 
United States ...................0005. 473 373 400 360 540 433 
| G00] 61-3 (<) ee 416 494 357 563 476 589 
APTI CA 5 bopieGotaeand Selene ea deoidaa es 234 250 142 71 257 261 
NS 48 52 1,396 1,429 280 290 


1,171 1,169 2,295 2,423 1,553 1,573 


(a) Total natural gas liquids reserves were 136 million barrels (76 million barrels developed and 60 million barrels undeveloped) at 
December 31, 2012 and 113 million barrels (56 million barrels developed and 57 million barrels undeveloped) at December 31, 2011. 


2 


(b) 


(c) 


Natural gas liquids reserves in the United States were 78% and 70% at December 31, 2012 and 2011, respectively. Natural gas liquids 


reserves in Norway were 17% and 22% at December 31, 2012 and 2011, respectively. 


Reflects natural gas reserves converted on the basis of relative energy content of six mcf equals one barrel of oil equivalent (one mcf 
represents one thousand cubic feet). Barrel of oil equivalence does not necessarily result in price equivalence as the equivalent price of 
natural gas on a barrel of oil equivalent basis has been substantially lower than the corresponding price for crude oil over the recent 


past. See the average selling prices in the table on page 8. 


Proved reserves in Norway, which represented 21% and 23% of the Corporation's total reserves at December 31, 2012 and 2011, 


respectively, were as follows: 


Crude Oil, Condensate & Total Barrels of Oil 
Natural Gas Liquids Natural Gas Equivalent (BOE) 
2012 2011 2012 2011 2012 2011 
(Millions of barrels) (Millions of mcf) (Millions of barrels) 
Developed sp iccec aries Seats Ee hei RARE ORES 102 108 73 137 114 131 
UN eVelODed x... sic se:s sce tea en dedhin 9 la Bosra. ‘sce Bev 182 185 146 251 207 227 
TOUAL, Syasdor eats sot tartoh Gases’ ate chieenatos cir bisa essietarees 284 293 219 388 321 358 


On a barrel of oil equivalent (boe) basis, 43% of the Corporation’s worldwide proved reserves were 
undeveloped at December 31, 2012 compared with 48% at December 31, 2011. Proved reserves held under 
production sharing contracts at December 31, 2012 totaled 10% of crude oil and natural gas liquids reserves and 
52% of natural gas reserves, compared with 12% of crude oil and natural gas liquids reserves and 51% of natural 
gas reserves at December 31, 2011. See the Supplementary Oil and Gas Data on pages 80 through 88 in the 
accompanying financial statements for additional information on the Corporation’s oil and gas reserves. 


Worldwide crude oil, natural gas liquids and natural gas production was as follows: 


a 2 
Crude oil (thousands of barrels per day) 
United States 
1 BL <3) | eee a en eee 47 26 12 
OMEPONShOKe: 4.485.348 wcdedse SO hae 02a. oe hoe CRA SOLE Ss 13 11 11 
PotaOnshOre? se scs-20s. eed Ba lacddes wed doe lane ch Wade bod anata a hip erendack nee 60 37 23 
OFSHOTE se 5:6.2 odode eels we Sai eS Paw es oe 48 44 52 
‘Total United: States: «2222305 bo.0.0 £652.5s eed. wes wees SAN See e ede 3 108 81 75 
Europe 
RUSSIA ic Sc. ee ok oo ace be Gdatdd bbe he Shp d se Ele e dtd ees 49 45 42 
United KimBdom: .5.a.cce ie edie a eis doesies gale, eR ada be dene Sle ed aed 15 14 19 
NoOrway* .2ccaun)seded dat Hite dd Goan Uwe ea Bengt eee ees 11 20 16 
1 DD) 01 0021 aun ng OP 9 10 11 
84 89 88 
Africa 
Equatorial (Guna: «908% os.eds.4u ate sina woods Dee eho Oe pte eee 48 54 69 
LADY ah sect vacne. dvteane-o8 a eth Reda ele ene en a Mode eee eed a anes 20 4 23 
PG CR Aigo hth Shean date ooo Sede ek Grd ute Sratary nee Soh eae eee a 7 8 11 
aD OM 2a ais, oe ateteneeete dees aS to an Aca athetens, ane a ee eel Bond tae 2 — — 10 
75 66 113 
Asia 
ATembAaaN: ii4 ese ke Hse ee eee te LE AN Res siapadakaae : 7 6 7 
Tid ONE SIA eee. gece Be hes ase SSRs eee eG Bee eae esd ee en bear ences 6 3 2 
HONG Be as tse Braean ec meeac ae ees. att cocesacthaele ath ene tt new west anata raha taaeia es 4 4 4 
17 13 13 
"LOtal i2ccssccyie dt anew a ana ded ais doa ele ae bane de dee SR Rees 284 249 289 


2012 2011 2010 


Natural gas liquids (thousands of barrels per day) 
United States 


Bakken ce6 dacce Sue cie do Blow bis Sa 68 i ee A Oe hes nk, SS RE es 5 >; 2 
Other Onshore so. sees Sees ch shh S58 ee eae are Ons add ale lee ace 8 5 5 5 
Total Onshore ...... 0.0... ccc eee eee eee eee 10 7 7 
Offshore ...... ccc ee eee tee eter e eee este veeeeveees 6 6 7 
‘Total. United: States” e-2. sect ps cew diet eld wth os, andes od eucee Dawwerede gue 16 13 14 
IOGOpe™! 62.5643 240th) Scand Baya MOAR ee dae Carte eae s 2 3 3 
INSTA Soshen etek Sc xe dow Sled wre dae eee we aa DS Wise i analy Stand Sede 1 1 1 
PE OWA cage cate aan sch Bets arse ess er eit a ee RE oe cn tn ane 19 17 18 
Natural gas (thousands of mef per day) 
United States 
1B Le <3) |e woe 27 13 9 
Other Onshore’ orcs. ies esha a wi ave eheseics ie afta ave dw Res ee Gurs ave ever aes aeedial ead aes 27 26 29 
Total: OnSWOte jo 5.6.3eg ace ace 1a. Gasca iene Stas. ee Rca Rw ae acts car's eases SO Sas 54 39 38 
OPS 5,60 ise. Sats es tts ce Se sects Se basete ep ashes 2. ese eaeeee eS dese tetas ae sca ee 65 61 70 
Total United States: oe. ¢.4.202 ated 2 od Hades, whidien aay a wee ne eo ei ee 119 100 108 
Europe 
United Kingdom vic ck eae cventisd een td saws ead vepawedeee eens 25 41 93 
NOEWAY" avec tae bao e a eababbe Gees dene ae Gul dea iien Gees 10 29 29 
WONT ATE ed ceed dee ent gba ae Boat Sl Pea ae baie oe Gee dray bales Miareioetes 8 11 12 
43 81 134 
Asia and Other 
Joint Development Area of Malaysia/Thailand (JDA) .................. 252 267 282 
IAIN AMM ATV Sing 2 cotta oan pace Saas saat ie tae dtacorsy eae tee Ss Aas ita nO ets eae 90 84 85 
VINA ONS SIA 2 ts ce toe psec det eect cee ate a artes ted be bea ac seis sep ge outs, ie ess 66 56 50 
Malaysia sis cke etc e ai eeie ada e ead payalne abe a GRE Snacks Meee ey 39 35 8 
MOINS aes apia et ets sie Se oreo sa das assess a te ap det Sh eee cep ues, Mt a Si 7 —_— 2 
454 442 427 
TOCA 5b accoeta es one es gohan See oe a ee eee, ed ahs anes DEE eon edeies 616 623 669 
Barrels of oil equivalent (per day)** ............. 00.000. c eee eee eee 406 370 = 418 


* — Norway production for 2012 included 11 thousand barrels per day of crude oil, 0.5 thousand barrels per day of natural gas liquids and 
8 thousand mcf per day of natural gas from the Valhall Field. Norway production for 2011 included 18 thousand barrels per day of 
crude oil, 1 thousand barrels per day of natural gas liquids and 15 thousand mcf per day of natural gas from the Valhall Field. Norway 
production for 2010 included 14 thousand barrels per day of crude oil, 1 thousand barrels per day of natural gas liquids and 
13 thousand mcf per day of natural gas from the Vathall Field. 

** — Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence 
does not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been 
substantially lower than the corresponding price for crude oil over the recent past. See the average selling prices in the table on page 8. 


A description of our significant E&P operations is as follows: 


United States 

At December 31, 2012, 35% of the Corporation’s total proved reserves were located in the United States. 
During 2012, 41% of the Corporation’s crude oil and natural gas liquids production and 19% of its natural gas 
production were from United States operations. The Corporation’s production in the United States was from 
offshore properties in the Gulf of Mexico, and onshore properties principally in the Williston Basin of North 
Dakota as well as in the Permian Basin of Texas. 

Onshore: In North Dakota, the Corporation holds approximately 725,000 net acres in the Bakken oil shale 
play (Bakken). In 2012, the Corporation invested $3.1 billion in drilling and infrastructure projects in the Bakken 
and substantially completed its “held by production” drilling program undertaken during 2011 and 2012 to hold 
acreage from the acquisitions in 2010 of TRZ Energy, LLC and American Oil & Gas Inc. (American Oil & Gas). In 
the fourth quarter, the Corporation moved to pad drilling, which involves sequentially drilling a number of wells on 
a pad followed by sequential completion of the wells. This pad drilling is expected to lead to a temporary flattening 
of the production profile until mid-2013. Bakken production is expected to average between 64,000 barrels of oil 
equivalent per day (boepd) and 70,000 boepd for the full year of 2013, with most of the increase expected to occur 
in the second half of the year. Infrastructure investments in 2012 included completion of a crude oil rail loading and 
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storage facility, which was operational in the first quarter, and the continued expansion of the Tioga gas plant. In 
2013, the Corporation anticipates operating 14 rigs and completing the Tioga gas plant expansion project in the 
fourth quarter. 


In Texas, the Corporation operates and holds a 34% interest in the Seminole-San Andres Unit. The 
Corporation also holds approximately 45,000 net acres in the Cotulla area of the Eagle Ford Shale, where first 
production commenced in May 2011. 


In Ohio’s Utica Shale, the Corporation owns a 100% interest in approximately 95,000 acres. The 
Corporation also owns a 50% undivided interest in CONSOL Energy Inc.’s (CONSOL) approximately 200,000 
gross acres, which will be amended pursuant to the joint venture’s ongoing title verification procedure. CONSOL 
announced on January 31, 2013, that there are chain of title issues with respect to approximately 36,000 acres, 
most of which likely cannot be cured and that the value of the Corporation’s carry obligation associated with 
these acres will reduce by approximately $146 million. The reduction in carry and validation of title on other 
acreage is being separately analyzed by the Corporation and will not be finally determined until the title 
verification process is completed. In 2012, the Corporation participated in 12 wells, 10 of which were joint 
venture wells with CONSOL. The Corporation has also contracted to acquire seismic data. In 2013, the 
Corporation plans to drill five wells on its 100% owned acreage and 27 wells with CONSOL, as well as acquire 
the seismic data. 


Offshore: The Corporation’s production offshore in the Gulf of Mexico was principally from the Shenzi 
(Hess 28%), Llano (Hess 50%), Conger (Hess 38%), Baldpate (Hess 50%), Hack Wilson (Hess 25%) and Penn 
State (Hess 50%) fields. 


At the Shenzi Field, development drilling continued during 2012 with the completion of two wells. During 
2013, the operator plans to complete two production wells and drill one additional water injection well. At the 
outside operated Llano Field, a successful workover was completed on the Llano #3 well and drilling of the 
Llano #4 production well commenced in fourth quarter of 2012. At the operated Conger Field, the Corporation 
plans to acquire seismic data during 2013. 


At the Tubular Bells Field (Hess 57%) in the Mississippi Canyon Area of the deepwater Gulf of Mexico, the 
field development was advanced with the ongoing construction of a floating production system, batch drilling of 
the top hole sections of the well program and drilling and completion of one well. Development drilling will 
continue throughout 2013 and first production is anticipated in 2014. 


During the third quarter of 2012, the Corporation signed an exchange agreement with the partners of Green 
Canyon Block 512 that contains the Knotty Head discovery and is in the same reservoir as the Corporation’s 
Pony discovery on the adjacent Block 468. Under this agreement, the Corporation was appointed operator and 
has a 20% working interest in the blocks, now collectively referred to as Stampede. Field development planning 
is progressing and the project is targeted for sanction in 2014. 


At December 31, 2012, the Corporation had interests in 252 blocks in the Gulf of Mexico, of which 223 
were exploration blocks comprising approximately 855,000 net undeveloped acres, with an additional 66,000 net 
acres held for production and development operations. During 2012, 49 leases in which the Corporation held an 
interest either expired or were relinquished. 


Europe 


At December 31, 2012, 31% of the Corporation’s total proved reserves were located in Europe (Norway 
21%, Denmark 4%, Russia 5% and United Kingdom 1%). During 2012, 28% of the Corporation’s crude oil and 
natural gas liquids production and 7% of its natural gas production were from European operations. 


Norway: Substantially all of the 2012 Norwegian production was from the Corporation’s interest in the 
Valhall Field (Hess 64%). At December 31, 2012, the Corporation also held an interest in the Hod Field (Hess 
63%). 


At the Valhall Field, a multi-year redevelopment project was completed in early 2013. The project included 
the installation of a new production, utilities and accommodation platform and expansion of gross production 
capacity to 120,000 barrels of liquids per day and 143,000 mef of natural gas per day. In July 2012, the field was 
shut-in to complete the installation and commissioning of the new facilities and production resumed in January 
2013. The operator plans a multi-year development drilling program commencing in 2013. 


In January 2012, the Corporation completed the sale of its interest in the Snohvit Field (Hess 3%), a 
liquefied natural gas development, offshore Norway. 


United Kingdom: Production in the United Kingdom North Sea was from the Corporation’s outside- 
operated interests in the Beryl (Hess 22%), Nevis (Hess 27%), Schiehallion (Hess 16%) and Bittern (Hess 28%) 
fields. The Corporation also has interests in the Atlantic (Hess 25%), Cromarty (Hess 90%), Fife, Flora and 
Angus (Hess 85%), Fergus (Hess 65%), Ivanhoe and Rob Roy (Hess 77%), Renee (Hess 14%) and Rubie (Hess 
19%) fields. These fields are no longer producing and decommissioning activities have commenced. 

In September 2012, the Corporation completed the sale of its interests in the Schiehallion Field, its share of 
the associated floating production, storage and offloading vessel, and the West of Shetland pipeline system. In 
October 2012, the Corporation completed the sale of its interests in the Bittern Field and the associated Triton 
floating production, storage and offloading vessel. In October 2012, the Corporation also announced that it had 
reached an agreement to sell its interests in the Beryl and Nevis fields and its interest in the Scottish Area Gas 
Evacuation (SAGE) pipeline (Hess 11%). This transaction was completed in January 2013, see Note 21, 
Subsequent Events in the notes to the Consolidated Financial Statements. 

Denmark: Production comes from the Corporation’s operated interest in the South Arne Field (Hess 
62%), offshore Denmark. In 2012, the Corporation continued its phase three development program where two 
new wellhead platforms were successfully installed in the field. Hook-up and commissioning of the new 
platforms was ongoing at year-end and development drilling is expected to commence in the first half of 2013. 
First oil from the phase three development is anticipated in the second half of 2013. 

Russia: The Corporation’s activities in Russia are conducted through its interest in Samara-Nafta, a 
subsidiary operating in the Volga-Urals region (Hess 90%). As of December 31, 2012, this subsidiary had 
exploration and production rights in 23 license areas. In November 2012, the Corporation announced that it will 
pursue the sale of Samara-Nafta. 

France: The Corporation has a 100% interest in and is operator of approximately 630,000 acres in the 
Paris Basin. In July 2011, the French government implemented a law prohibiting the use of hydraulic fracturing. 
In 2013, the Corporation plans to drill three conventional vertical wells, which will be logged and cored to gain 
subsurface data. 


Africa 

At December 31, 2012, 16% of the Corporation’s total proved reserves were located in Africa (Equatorial 
Guinea 4%, Libya 11% and Algeria 1%). During 2012, 25% of the Corporation’s crude oil and natural gas 
liquids production was from its African operations. 

Equatorial Guinea: The Corporation is operator and owns an interest in Block G (Hess 85% paying 
interest) which contains the Ceiba Field and the Okume Complex. The national oil company of Equatorial 
Guinea holds a 5% carried interest in Block G. During 2012, the Corporation completed three workovers and 
drilled three production wells in the Ceiba Field with a fourth well spud late in the fourth quarter. During 2013, 
the Corporation plans to complete this well and tie in the four wells. The Corporation also plans to drill two 
production wells at the Okume Complex beginning in the latter part of 2013. 

Libya: The Corporation, in conjunction with its Oasis Group partners, has production operations in the 
Waha concessions in Libya (Hess 8%). The Corporation also owns a 100% interest in offshore exploration 
Area 54 in the Mediterranean Sea, where two wells discovered natural gas. In response to civil unrest in Libya 
and the resulting imposition of economic sanctions, production at the Waha fields was suspended in the first 
quarter of 2011. As a result, the Corporation delivered force majeure notices to the Libyan government covering 
its exploration and production interests. During the fourth quarter of 2011, the sanctions were lifted, force 
majeure was withdrawn at Waha and production resumed. The force majeure covering the Corporation’s offshore 
exploration interests was withdrawn in March 2012. The Corporation is pursuing commercial options for its 
exploration interests. 

Algeria: The Corporation has a 49% interest in a venture with the Algerian national oil company that 
redeveloped three oil fields. The Corporation also has an interest in Bir El Msana (BMS) Block 401C (Hess 
45%). The Corporation sanctioned a small development project at BMS in 2011 and advanced the construction of 
facilities and development drilling during 2012. 

Ghana: The Corporation holds a 100% paying interest and is operator of the Deepwater Tano Cape Three 
Points license. The Ghana National Petroleum Corporation holds a 10% carried interest in the block. Through 
February 2013, the Corporation has drilled seven consecutive successful exploration wells, including four 
discoveries made in 2012 and two completed in early 2013. Based on the results of these wells, the Corporation 
plans to submit an appraisal plan to the Ghanaian government for approval on or before June 2, 2013 and has also 
begun pre-development studies on the block. 


Asia 

At December 31, 2012, 18% of the Corporation’s total proved reserves were located in the Asia region (JDA 
8%, Indonesia 5%, Thailand 3%, Azerbaijan 1% and Malaysia 1%). During 2012, 6% of the Corporation’s crude 
oil and natural gas liquids production and 74% of its natural gas production were from its Asian operations. 

Joint Development Area of Malaysia/Thailand (JDA): The Corporation owns an interest in Block A-18 
of the JDA (Hess 50%) in the Gulf of Thailand. In 2012, the operator continued development drilling, 
constructed wellhead platforms and sanctioned a compression project. In 2013, the operator intends to progress 
the compression project and the installation of new wellhead platforms. 

Malaysia: The Corporation’s production in Malaysia comes from its interest in Block PM301 (Hess 50%), 
which is adjacent to and is unitized with Block A-18 of the JDA where the natural gas is processed. The Corporation 
also owns a 50% interest and is the operator of Blocks PM302, PM325 and PM326B located in the North Malay Basin 
(NMB), offshore Peninsular Malaysia, where in 2012 it signed agreements with its partner to develop nine discovered 
natural gas fields as well as acquire seismic and drill exploration wells. First production from an early production 
system is forecast to commence in the second half of 2013 with a second phase of development targeted for first 
production in 2016. In addition, the Corporation owns an interest in Block SB302 (Hess 40%). Technical and 
commercial evaluations are underway to assess potential development alternatives for this block. 

Indonesia: The Corporation’s production in Indonesia comes from its interests offshore in the operated 
Ujung Pangkah project (Hess 75%) and the outside-operated Natuna A Field (Hess 23%). At the Pangkah Field, 
the Corporation drilled and completed five production wells during 2012 and plans further drilling in 2013. At 
the Natuna Field, construction began on two new wellhead platforms in 2012 and facility construction and other 
infrastructure work will continue in 2013. 

The Corporation also owns interests in the offshore South Sesulu Block (Hess 100%), Timor Sea Block 1 
(Hess 100%), Semai V Block (Hess 100%) and Kofiau Block (Hess 43%) as well as the West Timor Block (Hess 
49%) that includes onshore and offshore acreage. 

Thailand: The Corporation’s production in Thailand comes from the offshore Pailin Field (Hess 15%) and 
the operated onshore Sinphuhorm Block (Hess 35%). During 2012, development drilling continued at Pailin. In 
2013, there will be further development drilling at both Pailin and Sinphuhorm. 

Azerbaijan: The Corporation has interests in the Azeri-Chirag-Guneshli (ACG) fields (Hess 3%) in the 
Caspian Sea and in the Baku-Tbilisi-Ceyhan (BTC) oil transportation pipeline company (Hess 2%). In September 
2012, the Corporation reached an agreement to sell its interests in ACG and BTC. This transaction is expected to 
close in the first quarter of 2013. 

Australia: The Corporation holds an interest in an exploration license covering approximately 
780,000 acres in the Carnarvon basin offshore Western Australia (WA-390-P Block, also known as Equus) (Hess 
100%). The Corporation has drilled all of the 16 commitment wells on the block, 13 of which were natural gas 
discoveries. Appraisal of the discoveries was completed in mid-2012. Development planning and commercial 
activities, including negotiations with potential liquefaction partners continued in 2012 and will continue in 2013. 
Successful negotiation with a third party liquefaction partner is necessary before the Corporation can negotiate a 
gas sales agreement and sanction development of the project. 

The Corporation also has a participation agreement under which it has the option to earn a 63% working 
interest in more than 6.2 million acres in the Beetaloo Basin, onshore Northern Territory Australia (Hess 100% 
paying interest). In 2012, the Corporation completed its seismic data acquisition program. In addition, the 
Corporation acquired approximately 1.9 million net acres in the Canning Basin, Western Australia. An 
aeromagnetic survey of this acreage was completed in 2012. 

Brunei: The Corporation has an interest in Block CA-1 (Hess 14%). In 2012, the operator drilled two 
wells, Jagus East and Julong East, which both encountered hydrocarbons. These wells are being evaluated and 
additional exploration and appraisal drilling is planned for 2014. 

Kurdistan Region of Iraq: The Corporation is operator and has an 80% paying interest in the Dinarta and 
Shakrok exploration blocks, which have a combined area of more than 670 square miles. The terms of the 
production sharing contracts require the acquisition of 2D seismic and the drilling of at least one well on each of 
the blocks. During 2012, the Corporation commenced a seismic program on both of its blocks. The Corporation 
plans to complete this seismic program and commence drilling of its two commitment wells in 2013. 

China: The Corporation has signed a joint study agreement with PetroChina to evaluate unconventional 
oil and gas resource opportunities covering approximately 200,000 gross acres in the Santanghu Basin. 
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Sales Commitments 


In the E&P segment, the Corporation has contracts to sell fixed quantities of its natural gas and natural gas 
liquids (NGL) production. The natural gas contracts principally relate to producing fields in Asia. The most 
significant of these commitments relates to the JDA where the minimum contract quantity of natural gas is 
estimated at 107 million mcf per year based on current entitlements under a sales contract expiring in 2027. 
There are additional natural gas supply commitments on producing fields in Thailand and Indonesia which 
currently total approximately 46 million mcf per year under contracts expiring in years 2021 through 2029. The 
estimated total volume of production subject to sales commitments under all of these contracts is approximately 
2.35 billion mcf of natural gas. 


The Corporation also has NGL contracts relating to its Bakken production with delivery commitments 
beginning in November 2013. The minimum contract quantity under these contracts, which expire in 2023, is 
approximately 7 million barrels per year, or approximately 70 million barrels over the life of the contracts. 


The Corporation has not experienced any significant constraints in satisfying the committed quantities 
required by its sales commitments and it anticipates being able to meet future requirements from available proved 
and probable reserves. 


Natural gas is marketed by the M&R segment on a spot basis and under contracts for varying periods of time 
to local distribution companies, and commercial, industrial and other purchasers. These natural gas marketing 
activities are primarily conducted in the eastern portion of the United States, where the principal source of supply is 
purchased natural gas, not the Corporation’s production from the E&P segment. The Corporation has not 
experienced any significant constraints in obtaining the required supply of purchased natural gas. 


Average selling prices and average production costs 


2012 2011 2010 
Average selling prices (a) 
Crude oil (per barrel) 
United States: cic ciagntindmeiaddenss beteeieabaes $ 92.32 $ 9856 $ 75.02 
Europe (Db) 2 a.5.2 o2se a chvnhate Gta Gus Shc a deeb aldeaad aude 74.14 80.18 58.11 
PRITICAL cote aS 2 ase tig Gaels Saha de coh A add! A Rte. ean td aoe oR 89.02 88.46 65.02 
ASIA pices ie sain dete abot k bebe oa ee t 107.45 111.71 79.23 
WorldWide (ici s6s440ss de dase nied ae 86.94 89.99 66.20 
Natural gas liquids (per barrel) 
United States’ : ca. 2ebtheideeeisietio bheaddles deyes $ 40.75 $ 5859 $ 47.92 
EBUrOpe (D)! p.5.3.0 ose. esas ee eee sede mene ead ea Gand 78.43 75.49 59.23 
NSA se tes ai eta et eee Ah Sarl dog Ans a Reet, Pa achekths 77.92 72.29 63.50 
Worldwide: s.cisrs34 chant POIGS eS bebe beds ae 47.81 62.72 50.49 
Natural gas (per mcf) 
United States: sinc caeheing Gee eeweeddedaed ese $ 2.09 $ 3.39 $ 3.70 
Burope (D) <4 sce dno eserves Gut didi need Me sear gese 9.50 8.79 6.23 
AS1a and OUMGF 2.4 cased $5 hide eG eon Bee bw hk aR 6.90 6.02 5.93 
Worldwide 2.c54 ps.3.mi eda cis eee dated besa ee es 6.16 5.96 5.63 
Average production (lifting) costs per barrel of oil equivalent 
produced (c) 
United States: ois edna atte eieeeeideeiedecinsies $ 18.25 $ 1630 $ 12.61 
BUrOpe (DB) is. 15 cess eceeagin ty bceed cyan A av oo osavlocaend Sov ale uke 29.56 25.13 17.55 
AMIGA ob oh beet honing fs ede chee Red eH Lees 14.45 15.95 11.00 
ASi1a and Other oi oss ea cd Nee eee Ge ee 11.13 10.62 8.16 
Wotld wide: cienideascagieatnsa ace thee aipaieaddakeananienle 18.52 17.40 12.61 


(a) Includes inter-company transfers valued at approximate market prices and the effect of the Corporation’s hedging activities. 

(b) The average selling prices in Norway for 2012 were $109.23 per barrel for crude oil, $58.48 per barrel for natural gas liquids and 
$12.21 per mcf for natural gas. The average selling prices in Norway for 2011 were $112.38 per barrel for crude oil, $62.07 per barrel 
for natural gas liquids and $9.77 per mcf for natural gas. The average selling prices in Norway for 2010 were $79.47 per barrel for 
crude oil, $52.26 per barrel for natural gas liquids and $7.32 per mcf for natural gas. The average production (lifting) costs in Norway 
in 2012 were $62.38 per barrel of oil equivalent produced, reflecting the shutdown of production from July 2012 through year-end. The 
average production (lifting) costs in Norway were $31.09 per barrel of oil equivalent produced in 2011 and $18.33 per barrel of oil 
equivalent produced in 2010. 


(c) Production (lifting) costs consist of amounts incurred to operate and maintain the Corporation’s producing oil and gas wells, related 
equipment and facilities, transportation costs and production and severance taxes. The average production costs per barrel of oil equivalent 
reflect the crude oil equivalent of natural gas production converted on the basis of relative energy content (six mcf equals one barrel). 


The table above does not include costs of finding and developing proved oil and gas reserves, or the costs of 
related general and administrative expenses, interest expense and income taxes. 


Gross and net undeveloped acreage at December 31, 2012 


Undeveloped 
Acreage (a) 
Gross Net 

(In thousands) 
United States: o.00.d:.ceees ste oxedhae e Qhales Whe eh oe ees cea bee aed 2,310 1,594 
UPOPO t(D) © x ecca'ecarie deiranece Ahead soap obo apace. ed a ahanesecdalal aad a alain 4 eiene clsigearwpacres 1,517 1,278 
ATTICA 55. ced doers tears eata bdarge are theres Dane DG Gee R RRA ea Pad sw eee ecae 8,009 4,625 
AS12 ANG OUNSE ©2555 ohe 8 e208 e Ade Be aun & orsiy OD edd Be dk Swede EE Bacon Akane 15,322 9,937 
Totali(G) <.c0-eciawee ctude nd ta atadbas iui s behes bed este woos. 88S 27,158 17,434 


(a) Includes acreage held under production sharing contracts. 

(b) Gross and net undeveloped acreage in Norway was 61 thousand and 9 thousand, respectively. 

(c) Licenses covering approximately 35% of the Corporation’s net undeveloped acreage held at December 31, 2012 are scheduled to expire 
during the next three years pending the results of exploration activities. These scheduled expirations are largely in Africa, Asia and the 
United States. 


Gross and net developed acreage and productive wells at December 31, 2012 


Developed 
Appt ie Productive Wells (a) 
Productive Wells Oil Gas 
Gross Net Gross Net Gross Net 
(In thousands) 
United States ..............0... LAT 7195 1,767 776 58 47 
Europe (D) sacs de.dcccieneseses 1,053 885 292 216 12 2 
APTICA nh eked ba see eee 9,832 933 811 125 — — 
PASI A ss 6.6 Sdd Seb Acne, 44-ded ate, Be bes 2,246 638 86 15 456 100 
NOtals seccranertareraensbed es aghee 14,308 3,251 2,956 1,132 526 149 


(a) Includes multiple completion wells (wells producing from different formations in the same bore hole) totaling 31 gross wells and 21 net 
wells. 


(b) Gross and net developed acreage in Norway was 57 thousand and 36 thousand, respectively. Gross and net productive oil wells in 
Norway were 46 and 30, respectively. 


Number of net exploratory and development wells drilled at December 31 


Net Exploratory Wells Net Development Wells 
2012 2011 2010 2012 2011 2010 


Productive wells 


United States 2.0.0... ccc ce eee eee 3 20 — 184 98 83 
BUTOPO! 2.52 ct vids pase be eet Enea Dead e eee 3 6 1 23 25 18 
PTCA ce he Soe ecg castigo 4jo dos ted eae setae 3 1 1 1 il 11 
Asia and other ....... 0.0.00. 3 4 6 20 18 7 
12 31 8 228 142 119 

Dry holes 
United: States 25.6 608 65h 6 Seneca aba ates eas 1 — 5 — —_— — 
BUTOP eC? sss5. seen cdetena nes aeidrg, b ssbnandebpeasaus deeudlece-pgude a 3 2 — —_— — — 
PATA 3: sess Se Sd wad we ob ane BH Sea ew aae — 1 2 — — 1 
Asiavand Othe? 2 cac¢c ida dcks.ob bac dacece ad 2 1 2 — — — 
6 4 9 — — 1 
MOG coche, Seeeat ica cared Sesic se tosg svn ente ws eee ae ee 18 35 17 228 142 120 


Number of wells in process of drilling at December 31, 2012 


Wells Wells 

MMIC State Siac c eadesceceas teh owhacece ate andes ecu a hue ee toerscaaanans carne, ek patie ae atie terete reer hana dhs 117 53 
BULOPe sc. ei-3s.ee-bb isi et ecu dae eh oieed eee basy Rete ektiae att tda oes 17 15 
ATTICA: 632.6 crete doce a ioc, seeks eh Sek ote ae ne A ok ga cae A te doe ke 6 2 
INSVE cee, She St ick “asta, 2 Bs es ES Ba Se he SR eee Re eH into Bee ea 28 9 
TOU ge 2e olare ies date ac Gt oth, be eyes Ay dh eat aS aerameanties eaiaa ane Re ook aele aaa da ce ad tins eile hate ce os 168 9 


* Gross and net wells in process of drilling in Norway were 3 and 2, respectively. 


Marketing and Refining 


Marketing 

The Corporation markets refined petroleum products, natural gas and electricity on the East Coast of the 
United States to the motoring public, wholesale distributors, industrial and commercial users, other petroleum 
companies, governmental agencies and public utilities. 

The Corporation had 1,361 HESS® gasoline stations at December 31, 2012, including stations owned by its 
WilcoHess joint venture (Hess 44%). Approximately 93% of the gasoline stations are operated by the Corporation or 
WilcoHess. Of the operated stations, 96% have convenience stores on the sites. Most of the Corporation’s gasoline 
stations are in New York, New Jersey, Pennsylvania, Florida, Massachusetts, North Carolina and South Carolina. 

The table below summarizes marketing sales volumes: 

2012* 2011* 2010* 


Refined petroleum product sales (thousands of barrels per day) 


CAS OLINS: je oc5 aa seg yy ands Saeki conga ire ch ve dara shag pacaniggeanal a com asd ahaa alana 209 222 242 
Distillates 33 ja. otdsienis the dsidoved ee hanbet ade ntbew saat 113 123 120 
IRGSIGUANS: opis. ciieatristoy aca ecu tide Rp ania ct sapapdade- guaran gid, aee ee dune eco ae a'y 53 65 69 
OME? 3625000 eth cieeane sete phaie ted ca guled so eae Dadin ed 14 20 40 
Total refined petroleum product sales .................0...000. 389 430 471 
Natural gas (thousands of mcf per day) .............. 0.00.00 .00005 2,300 = =2,200 = 2,000 
Electricity (megawatts round the clock) ........... 0.00. eee eee ee eee 4,500 4,400 4,100 


* Of total refined petroleum products sold, a total of approximately 16%, 37% and 41% was obtained from HOVENSA and Port Reading 
in 2012, 2011 and 2010, respectively. In January 2012, HOVENSA shut down its refinery. In January 2013, the Corporation announced 
its decision to cease refining operations in February at its Port Reading facility. 

The Corporation does not anticipate any disruption to product supply to its Marketing operations as a result 
of the shutdown of its Port Reading facility. 


The Corporation owns 19 terminals with an aggregate storage capacity of 28 million barrels in its East Coast 
marketing areas, including the storage capacity at Port Reading. The Corporation also owns a terminal in St. 
Lucia with a storage capacity of 10 million barrels, which is operated for third party storage. In January 2013, the 
Corporation announced that it will pursue the sale of its terminal network. 


During 2012, operations commenced at the Bayonne Energy Center, LLC (Hess 50%), a joint venture 
established to build and operate a 512-megawatt natural gas fueled electric generating station in Bayonne, New 
Jersey, which provides power to New York City. During 2012, the Corporation also formed a joint venture (Hess 
50%) to build a 655-megawatt natural gas fueled electric generating facility in Newark, New Jersey. In addition, 
a subsidiary of the Corporation is exploring the development of fuel cell and hydrogen reforming technologies. 


Refining 


HOVENSA: The Corporation owns a 50% interest in HOVENSA, a joint venture with a subsidiary of 
Petroleos de Venezuela S.A. (PDVSA). In January 2012, HOVENSA shut down its refinery in St. Croix, U.S. 
Virgin Islands. During 2012 and continuing into 2013, HOVENSA and the Government of the Virgin Islands 
engaged in discussions pertaining to HOVENSA’s plan to run the facility as an oil storage terminal while the 
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Corporation and its joint venture partner pursue a sale of HOVENSA. For further discussion of the refinery 
shutdown, see Note 5, HOVENSA L.L.C. Joint Venture, in the notes to the Consolidated Financial Statements. 


Port Reading Facility: The Corporation owns a fluid catalytic cracking facility in Port Reading, New 
Jersey, with a capacity of 70,000 barrels per day. This facility, which processes residual fuel oil and vacuum gas 
oil, operated at a rate of 59,000 barrels per day in 2012, 63,000 barrels per day in 2011 and 55,000 barrels per 
day in 2010. Substantially all of Port Reading’s production was gasoline and heating oil. In January 2013, the 
Corporation announced its decision to cease refining operations in February at its Port Reading facility. 


The Corporation has a 50% voting interest in a consolidated partnership that trades energy-related 
commodities, securities and derivatives. The Corporation also takes energy commodity and derivative trading 
positions for its own account. 

For additional financial information by segment see Note 18, Segment Information in the notes to the 
Consolidated Financial Statements. 


Competition and Market Conditions 


See Item 1A. Risk Factors Related to Our Business and Operations, for a discussion of competition and 
market conditions. 


Other Items 
Gulf of Mexico Update 


The Corporation currently holds interests in 223 exploration blocks in the Gulf of Mexico, in addition to 29 
developed blocks. The Corporation received approval for its oil spill response plan for the Gulf of Mexico in 
May 2012 and is currently awaiting approval for an updated Gulf of Mexico Operator Oil Spill Contingency Plan 
in response to recent regulatory changes. The Corporation also fully implemented the Bureau of Safety and 
Environmental Enforcement required, Safety and Environmental Management System in 2012. 


Emergency Preparedness and Response Plans and Procedures 


The Corporation has in place a series of business and asset-specific emergency preparedness, response and 
business continuity plans that detail procedures for rapid and effective emergency response and environmental 
mitigation activities. These plans are risk appropriate and are maintained, reviewed and updated as necessary to 
ensure their accuracy and suitability. Where appropriate, they are also reviewed and approved by the relevant 
host government authorities. 


Responder training and drills are routinely held worldwide to assess and continually improve the 
effectiveness of the Corporation’s plans. The Corporation’s contractors, service providers, representatives from 
government agencies and, where applicable, joint venture partners participate in the drills to ensure that 
emergency procedures are comprehensive and can be effectively implemented. 


To complement internal capabilities and to ensure coverage for its global operations, the Corporation 
maintains membership contracts with a network of local, regional and global oil spill response and emergency 
response organizations. At the regional and global level, these organizations include Clean Gulf Associates 
(CGA), Marine Well Containment Company (MWCC), Wild Well Control (WWC), National Response 
Corporation (NRC) and Oil Spill Response (OSR). CGA is a regional spill response organization and MWCC 
provides the equipment and personnel to contain an underwater well control incident in the Gulf of Mexico. 
WWC provides firefighting, well control and engineering services globally. NRC and OSR are global response 
organizations and are available to assist the Corporation when needed anywhere in the world. In addition to 
owning response assets in their own right, these organizations maintain business relationships that provide 
immediate access to additional critical response support services if required. These owned response assets 
included nearly 300 recovery and storage vessels and barges, more than 250 skimmers, over 300,000 feet of 
boom, and significant quantities of dispersants and other ancillary equipment, including aircraft. If the 
Corporation were to engage these organizations to obtain additional critical response support services, it would 
fund such services and seek reimbursement under its insurance coverage described below. In certain 
circumstances, the Corporation pursues and enters into mutual aid agreements with other companies and 
government cooperatives to receive and provide oil spill response equipment and personnel support. The 
Corporation maintains close associations with emergency response organizations through its representation on 
the Executive Committee of CGA and the Board of Directors of OSR. 
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The Corporation continues to participate in a number of industry-wide task forces that are studying better 
ways to assess the risk of and prevent onshore and offshore incidents, access and control blowouts in subsea 
environments, and improve containment and recovery methods. The task forces are working closely with the oil 
and gas industry and international government agencies to implement improvements and increase the 
effectiveness of oil spill prevention, preparedness, response and recovery processes. 


Insurance Coverage and Indemnification 


The Corporation maintains insurance coverage that includes coverage for physical damage to its property, 
third party liability, workers’ compensation and employers’ liability, general liability, sudden and accidental 
pollution and other coverage. This insurance coverage is subject to deductibles, exclusions and limitations and 
there is no assurance that such coverage will adequately protect the Corporation against liability from all 
potential consequences and damages. 


The amount of insurance covering physical damage to the Corporation’s property and liability related to 
negative environmental effects resulting from a sudden and accidental pollution event, excluding Atlantic Named 
Windstorm coverage for which it is self-insured, varies by asset, based on the asset’s estimated replacement 
value or the estimated maximum loss. In the case of a catastrophic event, first party coverage consists of two tiers 
of insurance. The first $300 million of coverage is provided through an industry mutual insurance group. Above 
this $300 million threshold, insurance is carried which ranges in value up to $2.25 billion in total, depending on 
the asset coverage level, as described above. Additionally, the Corporation carries insurance which provides third 
party coverage for general liability, and sudden and accidental pollution, up to $1 billion. 


Other insurance policies provide coverage for, among other things: charterer’s legal liability, in the amount 
of $500 million per occurrence and aircraft liability, in the amount of $300 million per occurrence. 


The Corporation’s insurance policies renew at various dates each year. Future insurance coverage could 
increase in cost and may include higher deductibles or retentions, or additional exclusions or limitations. In 
addition, some forms of insurance may become unavailable in the future or unavailable on terms that are deemed 
economically acceptable. 


Generally, the Corporation’s drilling contracts (and most of its other offshore services contracts) provide for 
a mutual hold harmless indemnity structure whereby each party to the contract (the Corporation and Contractor) 
indemnifies the other party for injuries or damages to their personnel and property (and, often, those of its 
contractors/subcontractors) regardless of fault. Variations may include indemnity exclusions to the extent a claim 
is attributable to the gross negligence and/or willful misconduct of a party. Third-party claims, on the other hand, 
are generally allocated on a fault basis. 


The Corporation is customarily responsible for, and indemnifies the Contractor against all claims, including 
those from third-parties, to the extent attributable to pollution or contamination by substances originating from its 
reservoirs or other property (regardless of fault, including gross negligence and willful misconduct) and the 
Contractor is responsible for and indemnifies the Corporation for all claims attributable to pollution emanating 
from the Contractor’s property. Additionally, the Corporation is generally liable for all of its own losses and most 
third-party claims associated with catastrophic losses such as blowouts, cratering and loss of hole, regardless of 
cause, although exceptions for losses attributable to gross negligence and/or willful misconduct do exist. Lastly, 
many offshore services contracts include overall limitations of the Contractor’s liability equal to the value of the 
contract or a fixed amount. 


Under a standard joint operating agreement (JOA), each party is liable for all claims arising under the JOA, 
not covered by or in excess of insurance carried by the JOA, to the extent of its participating interest (operator or 
non-operator). Variations include indemnity exclusions when the claim is based upon the gross negligence and/or 
willful misconduct of a party, in which case such party is solely liable. However, under some production sharing 
contracts between a governmental entity and commercial parties, liability of the commercial parties to the 
governmental entity is joint and several. 


Environmental 


Compliance with various existing environmental and pollution control regulations imposed by federal, state, 
local and foreign governments is not expected to have a material adverse effect on the Corporation’s financial 
condition or results of operations. The Corporation spent $19 million in 2012 for environmental remediation. The 
Corporation anticipates capital expenditures for facilities, primarily to comply with federal, state and local 
environmental standards, other than for the low sulfur requirements, of approximately $75 million in 2013 and 
approximately $60 million in 2014. For further discussion of environmental matters see the Environment, Health 
and Safety section of Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations. 
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Number of Employees 


The number of persons employed by the Corporation at year-end was approximately 14,775 in 2012 and 
14,350 in 2011. 


Other 

The Corporation’s internet address is www.hess.com. On its website, the Corporation makes available free 
of charge its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and 
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as 
reasonably practicable after the Corporation electronically files with or furnishes such material to the Securities 
and Exchange Commission. The contents of the Corporation’s website are not incorporated by reference in this 
report. Copies of the Corporation’s Code of Business Conduct and Ethics, its Corporate Governance Guidelines 
and the charters of the Audit Committee, the Compensation and Management Development Committee and the 
Corporate Governance and Nominating Committee of the Board of Directors are available on the Corporation’s 
website and are also available free of charge upon request to the Secretary of the Corporation at its principal 
executive offices. The Corporation has also filed with the New York Stock Exchange (NYSE) its annual 
certification that the Corporation’s Chief Executive Officer is unaware of any violation of the NYSE’s corporate 
governance standards. 


Item 1A. Risk Factors Related to Our Business and Operations 

Our business activities and the value of our securities are subject to significant risk factors, including those 
described below. The risk factors described below could negatively affect our operations, financial condition, 
liquidity and results of operations, and as a result, holders and purchasers of our securities could lose part or all 
of their investments. It is possible that additional risks relating to our securities may be described in a prospectus 
supplement if we issue securities in the future. 

Our business and operating results are highly dependent on the market prices of crude oil, natural 
gas, refined petroleum products and electricity, which can be very volatile. Our estimated proved reserves, 
revenue, operating cash flows, operating margins, future earnings and trading operations are highly dependent on 
the prices of crude oil, natural gas, refined petroleum products and electricity, which are volatile and influenced 
by numerous factors beyond our control. Changes in commodity prices can also have a material impact on 
collateral and margin requirements under our derivative contracts. The major foreign oil producing countries, 
including members of the Organization of Petroleum Exporting Countries (OPEC), exert considerable influence 
over the supply and price of crude oil and refined petroleum products. Their ability or inability to agree on a 
common policy on rates of production and other matters has a significant impact on the oil markets. The 
commodities trading markets as well as other supply and demand factors may also influence the selling prices of 
crude oil, natural gas, refined petroleum products and electricity. To the extent that we engage in hedging 
activities to mitigate commodity price volatility, we may not realize the benefit of price increases above the 
hedged price. In order to manage the potential volatility of cash flows and credit requirements, the Corporation 
utilizes significant bank credit facilities. An inability to renew or replace such credit facilities or access other 
sources of funding as they mature would negatively impact our liquidity. 

If we fail to successfully increase our reserves, our future crude oil and natural gas production will be 
adversely impacted. We own or have access to a finite amount of oil and gas reserves which will be depleted 
over time. Replacement of oil and gas production and reserves, including proved undeveloped reserves, is subject to 
successful exploration drilling, development activities, and enhanced recovery programs. Therefore, future oil and 
gas production is dependent on technical success in finding and developing additional hydrocarbon reserves. 
Exploration activity involves the interpretation of seismic and other geological and geophysical data, which does not 
always successfully predict the presence of commercial quantities of hydrocarbons. Drilling risks include 
unexpected adverse conditions, irregularities in pressure or formations, equipment failure, blowouts and weather 
interruptions. Future developments may be affected by unforeseen reservoir conditions which negatively affect 
recovery factors or flow rates. The costs of drilling and development activities have increased in recent years which 
could negatively affect expected economic returns. Reserve replacement can also be achieved through acquisition. 
Similar risks, however, may be encountered in the production of oil and gas on properties acquired from others. 

There are inherent uncertainties in estimating quantities of proved reserves and discounted future net 
cash flows, and actual quantities may be lower than estimated. Numerous uncertainties exist in estimating 
quantities of proved reserves and future net revenues from those reserves. Actual future production, oil and gas 
prices, revenues, taxes, capital expenditures, operating expenses, and quantities of recoverable oil and gas 
reserves may vary substantially from those assumed in the estimates and could materially affect the estimated 
quantities of our proved reserves and the related future net revenues. In addition, reserve estimates may be 
subject to downward or upward changes based on production performance, purchases or sales of properties, 


13 


results of future development, prevailing oil and gas prices, production sharing contracts, which may decrease 
reserves as crude oil and natural gas prices increase, and other factors. 

We do not always control decisions made under joint operating agreements and the partners under 
such agreements may fail to meet their obligations. We conduct many of our exploration and production 
operations under joint operating agreements in which we may share control with other parties to the agreement. 
There is a risk that these parties may at any time have economic, business, or legal interests or goals that are 
inconsistent with ours, or these parties may be unable to meet their economic or other obligations and we may be 
required to fulfill those obligations alone. If we fail to jointly control operations, business decisions and other 
actions, the value of our investment may be adversely affected. 

We are subject to changing laws and regulations and other governmental actions that can 
significantly and adversely affect our business. Federal, state, local, territorial and foreign laws and 
regulations relating to tax increases and retroactive tax claims, disallowance of tax credits and deductions, 
expropriation or nationalization of property, mandatory government participation, cancellation or amendment of 
contract rights, and changes in import and export regulations, limitations on access to exploration and 
development opportunities, as well as other political developments may affect our operations. As a result of the 
accident in April 2010 at the BP p.l.c. (BP) operated Macondo prospect in the Gulf of Mexico (in which the 
Corporation was not a participant) and the ensuing significant oil spill, a temporary drilling moratorium was 
imposed in the Gulf of Mexico. While this moratorium has since been lifted, significant new regulations have 
been imposed and further legislation and regulations may be proposed. The new regulatory environment has 
resulted in a longer permitting process and higher costs. The Dodd-Frank Wall Street Reform Act, enacted in 
2010 (Dodd-Frank Act), delegated rulemaking responsibilities to carry out the Act to various U.S. government 
agencies. Our business could potentially be adversely impacted by one or more of the final rules under this Act, 
including potential additional costs to engage in certain derivative transactions. On August 22, 2012, the 
Securities and Exchange Commission issued final rules, as required by the Dodd-Frank Act, regarding disclosure 
of payments by resource extraction issuers, pursuant to which, beginning in 2014, we will be required to provide 
information about payments made to governments for the commercial development of oil, natural gas, or 
minerals. 

Political instability in areas where we operate can adversely affect our business. Some of the 
international areas in which we operate, and the partners with whom we operate, are politically less stable than 
other areas and partners. Political unrest in North Africa and the Middle East has affected and may affect our 
operations in these areas as well as oil and gas markets generally. The threat of terrorism around the world also 
poses additional risks to the operations of the oil and gas industry. 

Our oil and gas operations are subject to environmental risks and environmental laws and regulations 
that can result in significant costs and liabilities. Our oil and gas operations, like those of the industry, are 
subject to environmental risks such as oil spills, produced water spills, gas leaks and ruptures and discharges of 
substances or gases that could expose us to substantial liability for pollution or other environmental damage. For 
example, the accident at the BP operated Macondo prospect in April 2010 resulted in a significant release of 
crude oil which caused extensive environmental and economic damage. Our operations are also subject to 
numerous United States federal, state, local and foreign environmental laws and regulations. Non-compliance 
with these laws and regulations may subject us to administrative, civil or criminal penalties, remedial clean-ups 
and natural resource damages or other liabilities. In addition, increasingly stringent environmental regulations 
have resulted and will likely continue to result in higher capital expenditures and operating expenses for us and 
the oil and gas industry in general. 

Concerns have been raised in certain jurisdictions where we have operations concerning the safety and 
environmental impact of the drilling and development of unconventional oil and gas resources, particularly 
hydraulic fracturing, water usage, flaring of associated natural gas and air emissions. While we believe that these 
operations can be conducted safely and with minimal impact on the environment, regulatory bodies are 
responding to these concerns and may impose moratoriums and new regulations on such drilling operations that 
would likely have the effect of prohibiting or delaying such operations and increasing their cost. For example, a 
moratorium prohibiting hydraulic fracturing is currently impacting the Corporation’s operations in France. 

Concerns about climate change may result in significant operational changes and expenditures and 
reduced demand for our products. We recognize that climate change is a global environmental concern. 
Continuing political and social attention to the issue of climate change has resulted in both existing and pending 
international agreements and national, regional or local legislation and regulatory measures to limit greenhouse 
gas emissions. These agreements and measures may require significant equipment modifications, operational 
changes, taxes, or purchase of emission credits to reduce emission of greenhouse gases from our operations, 
which may result in substantial capital expenditures and compliance, operating, maintenance and remediation 
costs. In addition, we market petroleum fuels, which through normal customer use result in the emission of 
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greenhouse gases. Regulatory initiatives to reduce the use of these fuels may reduce our sales of, and revenues 
from, these products. Finally, to the extent that climate change may result in more extreme weather related 
events, we could experience increased costs related to prevention, maintenance and remediation of affected 
operations in addition to higher costs and lost revenues related to delays and shutdowns. 


Our industry is highly competitive and many of our competitors are larger and have greater 
resources than we have. The petroleum industry is highly competitive and very capital intensive. We 
encounter competition from numerous companies in each of our activities, including acquiring rights to explore 
for crude oil and natural gas, and in purchasing and marketing of refined petroleum products, natural gas and 
electricity. Many competitors, including national oil companies, are larger and have substantially greater 
resources. We are also in competition with producers and marketers of other forms of energy. Increased 
competition for worldwide oil and gas assets has significantly increased the cost of acquisitions. In addition, 
competition for drilling services, technical expertise and equipment may affect the availability of technical 
personnel and drilling rigs, resulting in increased capital and operating costs. 


Catastrophic events, whether naturally occurring or man-made, may materially affect our operations 
and financial conditions. Our oil and gas operations are subject to unforeseen occurrences which have 
affected us from time to time and which may damage or destroy assets, interrupt operations and have other 
significant adverse effects. Examples of catastrophic risks include hurricanes, fires, explosions, blowouts, such as 
the accident at the Macondo prospect, pipeline interruptions and ruptures, severe weather, geological events, 
labor disputes or cyber-attacks. During 2012, we incurred charges for repairs and other expenses relating to the 
effects of Hurricane Sandy which hit the Northeast Coast of the United States. Although we maintain insurance 
coverage against property and casualty losses, there can be no assurance that such insurance will adequately 
protect the Corporation against liability from all potential consequences and damages. Moreover, some forms of 
insurance may be unavailable in the future or be available only on terms that are deemed economically 
unacceptable. 


Item 3. Legal Proceedings 


The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been 
a party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of 
similar lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the 
United States against producers of MTBE and petroleum refiners who produced gasoline containing MTBE, 
including the Corporation. The principal allegation in all cases was that gasoline containing MTBE is a defective 
product and that these parties are strictly liable in proportion to their share of the gasoline market for damage to 
groundwater resources and are required to take remedial action to ameliorate the alleged effects on the 
environment of releases of MTBE. In 2008, the majority of the cases against the Corporation were settled. In 
2010 and 2011, additional cases were settled including an action brought in state court by the State of New 
Hampshire. Two separate cases brought by the State of New Jersey and the Commonwealth of Puerto Rico 
remain unresolved. In 2007, a pre-tax charge of $40 million was recorded to cover all of the known MTBE cases 
against the Corporation. 


The Corporation received a directive from the New Jersey Department of Environmental Protection 
(NJDEP) to remediate contamination in the sediments of the lower Passaic River and the NJDEP is also seeking 
natural resource damages. The directive, insofar as it affects the Corporation, relates to alleged releases from a 
petroleum bulk storage terminal in Newark, New Jersey now owned by the Corporation. The Corporation and 
over 70 companies entered into an Administrative Order on Consent with the Environmental Protection Agency 
(EPA) to study the same contamination. The NJDEP has also sued several other companies linked to a facility 
considered by the State to be the largest contributor to river contamination. In January 2009, these companies 
added third party defendants, including the Corporation, to that case. In June 2007, the EPA issued a draft study 
which evaluated six alternatives for early action, with costs ranging from $900 million to $2.3 billion for all 
parties. Based on adverse comments from the Corporation and others, the EPA is reevaluating its alternatives. In 
addition, the federal trustees for natural resources have begun a separate assessment of damages to natural 
resources in the Passaic River. Given the ongoing studies, remedial costs cannot be reliably estimated at this 
time. Based on currently known facts and circumstances, the Corporation does not believe that this matter will 
result in a material liability because its terminal could not have contributed contamination along most of the 
river’s length and did not store or use contaminants which are of the greatest concern in the river sediments, and 
because there are numerous other parties who will likely share in the cost of remediation and damages. 


On July 25, 2011, the Virgin Islands Department of Planning and Natural Resources commenced an 
enforcement action against HOVENSA by issuance of documents titled “Notice Of Violation, Order For 
Corrective Action, Notice Of Assessment of Civil Penalty, Notice Of Opportunity For Hearing” (the “NOVs”). 
The NOVs assert violations of Virgin Islands Air Pollution Control laws and regulations arising out of odor 
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incidents on St. Croix in May 2011 and proposes total penalties of $210,000. HOVENSA believes that it has 
good defenses against the asserted violations. 


In July 2004, Hess Oil Virgin Islands Corp. (HOVIC), a wholly owned subsidiary of the Corporation, and 
HOVENSA, each received a letter from the Commissioner of the Virgin Islands Department of Planning and 
Natural Resources and Natural Resources Trustees, advising of the Trustee’s intention to bring suit against HOVIC 
and HOVENSA under the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 
The letter alleges that HOVIC and HOVENSA are potentially responsible for damages to natural resources arising 
from releases of hazardous substances from the HOVENSA refinery, which had been operated by HOVIC until 
October 1998. An action was filed on May 5, 2005 in the District Court of the Virgin Islands against HOVENSA, 
HOVIC and other companies that operated industrial facilities on the south shore of St. Croix asserting that the 
defendants are liable under CERCLA and territorial statutory and common law for damages to natural resources. 
HOVIC and HOVENSA are continuing to vigorously defend this matter and do not believe that this matter will 
result in a material liability as they believe that they have strong defenses against this complaint. 


The Corporation periodically receives notices from the EPA that it is a “potential responsible party” under 
the Superfund legislation with respect to various waste disposal sites. Under this legislation, all potentially 
responsible parties are jointly and severally liable. For certain sites, the EPA’s claims or assertions of liability 
against the Corporation relating to these sites have not been fully developed. With respect to the remaining sites, 
the EPA’s claims have been settled, or a proposed settlement is under consideration, in all cases for amounts that 
are not material. The ultimate impact of these proceedings, and of any related proceedings by private parties, on 
the business or accounts of the Corporation cannot be predicted at this time due to the large number of other 
potentially responsible parties and the speculative nature of clean-up cost estimates, but is not expected to be 
material. 


The Corporation is from time to time involved in other judicial and administrative proceedings, including 
proceedings relating to other environmental matters. The Corporation cannot predict with certainty if, how or 
when such proceedings will be resolved or what the eventual relief, if any, may be, particularly for proceedings 
that are in their early stages of development or where plaintiffs seek indeterminate damages. Numerous issues 
may need to be resolved, including through potentially lengthy discovery and determination of important factual 
matters before a loss or range of loss can be reasonably estimated for any proceeding. Subject to the foregoing, in 
management’s opinion, based upon currently known facts and circumstances, the outcome of such proceedings is 
not expected to have a material adverse effect on the financial condition, results of operations or cash flows of 
the Corporation. 
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PART II 


Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases 
of Equity Securities 


Stock Market Information 


The common stock of Hess Corporation is traded principally on the New York Stock Exchange (ticker 
symbol: HES). High and low sales prices were as follows: 


2012 2011 
Quarter Ended High Low High Low 
March 34) 2 s.i6.c0 ce ne Ses he ded ties sew hea twee eee’ $67.86 $54.10 $87.40 $76.00 
DUI 3 Ose cos stone date nesh se hc wena h Ale, deka ene Site alee eee eed 60.20 39.67 87.19 67.65 
Neplembera0 eic5 chsh dis esdedorsehisissdiehisbrhyed 57.34 41.94 77.12 50.42 
December 31. c¢ 22st cia, ative en Bae Reb ete hee Yak 55.96 48.20 66.49 46.66 


Performance Graph 


Set forth below is a line graph comparing the five year shareholder return on a $100 investment in the 
Corporation’s common stock assuming reinvestment of dividends, against the cumulative total returns for the 
following: 


e Standard & Poor’s (S&P) 500 Stock Index, which includes the Corporation, 


e AMEX Oil Index, which is comprised of companies involved in various phases of the oil industry 
including the Corporation, and 


e Proxy Peer Group comprising 16 oil and gas peer companies, including the Corporation. 


Comparison of Five-Year Shareholder Returns 
Years Ended December 31, 


$125 
$100 4- - - 
$75 + ------% & 
$50 - 
$25 = = = = = = = = = = = = = = = 
$0 
2007 2008 2009 2010 2011 2012 
—— Hess Corporation $100.00 $53.45 $60.72 $77.33 $57.74 $54.25 
——-H-- S&P 500 $100.00 $63.01 $79.69 $91.71 $93.62 $108.59 
-->€--- Amex Oil Index $100.00 $64.52 $73.01 $85.45 $88.95 $92.60 
----@&--- Proxy Peer Group $100.00 $65.84 $84.54 $95.56 $93.23 $94.25 


The graph above has been amended to show the Corporation’s performance against the Proxy Peer Group, 
since this comparator group is used in the Proxy Statement. In future years, the AMEX Oil Index data will not be 
included in this graph. 
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Holders 


At December 31, 2012, there were 4,215 stockholders (based on the number of holders of record) who 
owned a total of 341,527,617 shares of common stock. 


Dividends 
Cash dividends on common stock totaled $0.40 per share ($0.10 per quarter) during 2012, 2011 and 2010. 


Equity Compensation Plans 


Following is information on the Registrant’s equity compensation plans at December 31, 2012: 


Number of 
Securities 
Remaining 
Available for 
Number of Future Issuance 
Securities to Weighted Under Equity 
be Issued Average Compensation 
Upon Exercise _ Exercise Price Plans 
of Outstanding of Outstanding (Excluding 
Options, Options, Securities 
Warrants and = Warrants and Reflected in 
Plan Category Rights (a) Rights (b) Column (a)) (c) 
Equity compensation plans approved by security 
MOVERS: hese arkte gets yieked dague Rielth Ain ech Bh eecdon ls aacanann 12,903,000 $61.45 12,398 ,000* 
Equity compensation plans not approved by security 
holders? *” «5 5604.2 tpedatavadia a ea eh guia malied barat _ — _— 


* — These securities may be awarded as stock options, restricted stock, performance share units or other awards permitted under the 
Registrant's equity compensation plan. 

** The Corporation has a Stock Award Program pursuant to which each non-employee director annually receives approximately $175,000 
in value of the Corporation’s common stock. These awards are made from shares purchased by the Corporation in the open market. 


See Note 11, Share-based Compensation in the notes to the Consolidated Financial Statements for further 
discussion of the Corporation’s equity compensation plans. 
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Item 6. Selected Financial Data 


The following is a five-year summary of selected financial data that should be read in conjunction with the 
Corporation’s consolidated financial statements and the accompanying notes and Item7. Management’s 
Discussion and Analysis of Financial Condition and Results of Operations included elsewhere in this Annual 


Report: 
2012 2011 2010 2009 2008 
(In millions, except per share amounts) 
Sales and other operating revenues 
Crude oil and natural gas liquids .............. $10,332 $ 9,065 $ 7,235 $ 5,665 $ 7,764 
Natural gas (including sales of purchased gas) ... 4,688 5,526 5,723 5,894 8,800 
Refined petroleum products .................. 18,481 19,459 16,103 12,931 19,765 
IC CUIGILY “ise 4. taudeeda obacactastaracestipental edn iract-acauahacacy 2,722 2,957 3,165 3,408 3,451 
Convenience store sales and other 
Operating revenues .............. 00 ee ee nee 1,468 1,459 1,636 1,716 1,354 
Total caccccsnia cine dat oie high aol Sakenced $37,691 $38,466 $33,862 $29,614 $41,134 
Net income attributable to Hess Corporation ....... $ 2,025(a) $ 1,703(b) $ 2,125(c) $ 740(d) $ 2,360(e) 


Earnings per share 


BaS1G. s4.feeiss oa H3.0o ew VSG art weed aa tees $ 5.98 
Diluted 2.2... 0. ene $ 5.95 
Total ASSets 1-5 javndesb bed ee 8 bogies Gas Shae $43,441 
MPOUANI SDE, st Speco gee a cescaeas apd teieaetescens tee aiass aes ta ea gees $ 8,111 
Total equity ~ st040900tad ev ia ew diadawes $21,203 


$ 0.40 


Dividends per share of common stock ............ 


$ 5.05 $ 652 $ 2.28 $ 7.35 
$ 5.01 $ 6.47 $ 2.27 $ 7.24 
$39,136 $35,396 $29,465 $28,589 
$ 6,057 $ 5,583 $ 4,467 $ 3,955 
$18,592 $16,809 $13,528 $12,391 
$ 040 $ 040 $ 040 $ 0.40 


(a) Includes after-tax income of $661 million relating to gains on asset sales and income from the partial liquidation of last-in, first-out 
(LIFO) inventories, partially offset by after-tax charges totaling $634 million for asset impairments, dry hole expense, income taxes and 


other charges. 


(b) Includes after-tax charges totaling $694 million relating to the shutdown of the HOVENSA L.L.C. (HOVENSA) refinery, asset 
impairments and an increase in the United Kingdom supplementary tax rate, partially offset by after-tax income of $413 million relating 


to gains on asset sales. 


(c) Includes after-tax income of $1,130 million relating to gains on asset sales, partially offset by after-tax charges totaling $694 million for 
an asset impairment, an impairment of the Corporation’s equity investment in HOVENSA, dry hole expense and premiums on 


repurchases of fixed-rate public notes. 


(d) Includes after-tax expenses totaling $104 million relating to repurchases of fixed-rate public notes, retirement benefits, employee 
severance costs and asset impairments, partially offset by after-tax income totaling $101 million principally relating to the resolution of 


a United States royalty dispute. 


(e) Includes after-tax expenses totaling $26 million primarily relating to asset impairments and hurricanes in the Gulf of Mexico. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
Overview 

Hess Corporation and its subsidiaries (the Corporation or Hess) operate in two segments, Exploration and 
Production (E&P) and Marketing and Refining (M&R). The Corporation has made significant progress in its 
transformation from an integrated oil and gas company to a predominantly E&P company following the 
shutdown of the HOVENSA L.L.C. (HOVENSA) joint venture refinery in January 2012, and its decision in 
January 2013 to cease refining operations at its Port Reading facility and pursue the sale of its terminal network. 
Following these actions, over 90 percent of the Corporation’s capital employed will be in its E&P segment. The 
Corporation also has shifted its E&P growth strategy from one based primarily on high impact exploration to one 
based on a combination of the development of unconventional resources, exploitation of existing discoveries and 
a smaller, more focused exploratory program. The Corporation intends to continue to pursue its strategy of 
transforming itself into an essentially E&P business focused on the Corporation’s most promising properties and 
operations. 

On January 29, 2013, Elliott Management Corporation (Elliott) sent a letter to Hess shareholders informing 
them that affiliates of Elliott beneficially own 4 percent of the outstanding common stock of the Corporation and 
are nominating five individuals for election as directors at the Corporation’s 2013 Annual Meeting. Among other 
things, Elliott stated its view that Hess should (1) spin off the Corporation’s Bakken assets along with the Eagle 
Ford and Utica acreage; (2) divest the Corporation’s downstream assets and place midstream assets into a master 
limited partnership (MLP) or real estate investment trust (REIT) structure; and (3) divest assets from the 
Corporation’s remaining international portfolio. The Corporation is in the process of reviewing Elliott’s 
proposals with the Board and its advisors and intends to respond in the near future. 


Net income in 2012 was $2,025 million compared with $1,703 million in 2011 and $2,125 million in 2010. 
Diluted earnings per share were $5.95 in 2012 compared with $5.01 in 2011 and $6.47 in 2010. A table of items 
affecting comparability of earnings between periods is shown on page 22. 


Exploration and Production 

The Corporation’s total proved reserves were 1,553 million barrels of oil equivalent (boe) at December 31, 
2012 compared with 1,573 million boe at December 31, 2011 and 1,537 million boe at December 31, 2010. 

E&P earnings were $2,212 million in 2012, $2,675 million in 2011 and $2,736 million in 2010. Excluding 
items affecting comparability of earnings between periods, E&P net income was $2,256 million, $2,431 million 
and $2,004 million for 2012, 2011 and 2010, respectively. Average realized crude oil selling prices were $86.94 
per barrel in 2012, $89.99 in 2011 and $66.20 in 2010, including the impact of hedging. Average realized natural 
gas selling prices were $6.16 per mcf in 2012, $5.96 in 2011 and $5.63 in 2010. Production averaged 
406,000 barrels of oil equivalent per day (boepd) in 2012, 370,000 boepd in 2011 and 418,000 boepd in 2010. 
The Corporation currently expects total worldwide production to average between 375,000 boepd and 390,000 
boepd in 2013. This forecast assumes Russian operations remain in the portfolio for the full year. 

The following is an update of significant E&P activities during 2012: 


¢ In North Dakota, net production from the Bakken oil shale play averaged 56,000 boepd during 2012, an 
increase of 87% from 30,000 boepd in 2011. In the fourth quarter of 2012, the Corporation substantially 
completed “held by production” drilling in the Bakken and is transitioning to pad drilling, which involves 
sequentially drilling a number of wells on a pad followed by sequential completion of the wells. This pad 
drilling process is expected to lead to a temporary flattening of the Bakken production profile until mid- 
2013. Bakken production is expected to average between 64,000 boepd and 70,000 boepd for the full year 
of 2013, with most of the increase from 2012 expected to occur in the second half of the year. 

e At the Valhall Field, a multi-year redevelopment project was advanced in 2012 and completed in early 
2013. The project included the installation of a new production, utilities and accommodation platform and 
expansion of gross production capacity to 120,000 barrels of liquids per day and 143,000 mcf of natural 
gas per day. In July 2012, the field was shut-in to complete the installation and commissioning of the new 
facilities and production resumed in January 2013. 

¢ The Corporation completed the sale of its interests in the Schiehallion Field (Hess 16%), the Bittern Field 
(Hess 28%) and related assets in the United Kingdom North Sea, and the Snohvit Field (Hess 3%), offshore 
Norway, for total cash proceeds of $843 million. These transactions resulted in pre-tax gains totaling $584 
million ($557 million after income taxes). These assets were producing at an aggregate net rate of 
approximately 15,000 boepd at the time of sale and had a total of 83 million boe of proved reserves. 
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¢ In October, the Corporation also announced that it had reached an agreement to sell its interests in the 
Beryl fields in the United Kingdom North Sea. These assets were producing at an aggregate net rate of 
approximately 15,000 boepd at the time of sale and had a total of 21 million boe of proved reserves. The 
sale was completed in January 2013 for cash proceeds of approximately $440 million. 
¢ In September, the Corporation reached an agreement to sell its interests in the Azeri-Chirag-Guneshli 
(ACG) fields (Hess 3%) in Azerbaijan and its interest in the associated Baku-Tbilisi-Ceyhan (BTC) 
pipeline (Hess 2%) for approximately $1 billion, subject to normal closing adjustments. The transaction, 
which is expected to close in the first quarter of 2013, is subject to government and regulatory approvals. 
¢ In June, the Corporation signed agreements with its partner to develop nine discovered natural gas fields 
in the North Malay Basin, located offshore Peninsular Malaysia. The Corporation will have a 50% 
interest and is the operator. First production is forecast to commence from an early production system in 
the second half of 2013. 
e During the third quarter of 2012, the Corporation signed an exchange agreement with the partners of 
Green Canyon Block 512 that contains the Knotty Head discovery and is in the same reservoir as the 
Corporation’s Pony discovery on the adjacent Block 468. Under this agreement, the Corporation was 
appointed operator and has a 20% working interest in the blocks, now collectively referred to as 
Stampede. Field development planning is progressing and the project is targeted for sanction in 2014. 
During the year, the Corporation completed four successful exploration wells on the Deepwater Tano Cape 
Three Points block, offshore Ghana. In early 2013, the Corporation completed two additional successful 
wells, resulting in a total of seven consecutive successful exploration wells. Based on the results of these 
wells, the Corporation plans to submit an appraisal plan to the Ghanaian government for approval on or 
before June 2, 2013. In parallel, the Corporation has begun pre-development studies on the block. 


Marketing and Refining 

Results from M&R activities were earnings of $231 million in 2012, a loss of $584 million in 2011 and a 
loss of $231 million in 2010. Excluding items affecting comparability of earnings between periods, M&R 
earnings were $160 million in 2012, a loss of $59 million in 2011 and earnings of $58 million in 2010. In January 
2012, HOVENSA shut down its refinery in St. Croix, U.S. Virgin Islands. The Corporation and its joint venture 
partner plan to pursue the sale of HOVENSA, while the complex is operated as an oil storage terminal. In 
January 2013, the Corporation announced its decision to cease refining operations in February at its Port Reading 
facility and pursue the sale of its terminal network. 


Liquidity and Capital and Exploratory Expenditures 

Net cash provided by operating activities was $5,660 million in 2012, $4,984 million in 2011 and 
$4,530 million in 2010. At December 31, 2012, cash and cash equivalents totaled $642 million, an increase from 
$351 million at December 31, 2011. Total debt was $8,111 million at December 31, 2012 and $6,057 million at 
December 31, 2011. The Corporation’s debt to capitalization ratio at December 31, 2012 was 27.7% compared 
with 24.6% at the end of 2011. 

Capital and exploratory expenditures were as follows: 

2012 2011 2010 
(In millions) 


Exploration and Production 


United States: .cce vege love pian t de raaseeen boa cies ot hades $4,763 $4,305 $2,935 
International! s.5..3-03:60 2500 fee be whe b Able AREA bee bee SN eS 3,383 3,039 2,822 
Total Exploration and Production ......... 0... 0.000 eee eee 8,146 7,344 5,757 
Marketing, Refining and Corporate ................ 00.0000 00008. 119 118 98 
Total capital and exploratory expenditures ................... $8,265 $7,462 $5,855 
Exploration expenses charged to income included above: 
MIMIted States). s.<.c essen a oh awe oeeatnle oPace ress, Hehe dhe waters angunless MelNies $ 142 $ 197 §$ 154 
Intemational nvs..c2 ee tame s ta eed ga ed hae ee aigtees 328 259 209 
Total exploration expenses charged to income included above.... $ 470 $ 456 $ 363 


The Corporation anticipates investing $6.8 billion in capital and exploratory expenditures in 2013, 
substantially all of which is targeted for E&P operations. 
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Consolidated Results of Operations 


The after-tax income (loss) by major operating activity is summarized below: 
2012 2011 2010 


(in millions, 
except per share amounts) 


Exploration and Production ............. 00000 c eee eee eee $ 2,212 $2,675 $ 2,736 
Marketing and Refining .......... 0.0... cece eee eee 231 (584) (231) 
COPPOTale: 01d cidee kee a oe GAS Sood anata a aie wee (158) (154) (159) 
IMtEreStEXPEMSe 46:2 snscgne sadience oon gue aw land ap oie apace tearing de 4 (260) (234) (221) 
Net income attributable to Hess Corporation ................... $ 2,025 $1,703 $ 2,125 
Net income per share — diluted ........... 0.0... ..0 000 eee ee $ 5.95 $ 501 $ 6.47 


The following table summarizes, on an after-tax basis, items of income (expense) that are included in net 
income and affect comparability between periods. The items in the table below are explained on pages 25 
through 27. 


2012 2011 2010 
(In millions) 
Exploration and Production ........... 0.0.0 e eee eee eee eee $ (44) $ 244 $ 732 
Marketing and Refining .......... 0.0... ee eee 71 (525) (289) 
COPPOTate®: 5.c.2.ias naiard ans Go gid 2 Fed dead a angi gnadtuhmacdee & G ARIE. 58 — — (7) 


$ 27 §$ (281) $ 436 


In the following discussion and elsewhere in this report, the financial effects of certain transactions are 
disclosed on an after-tax basis. Management reviews segment earnings on an after-tax basis and uses after-tax 
amounts in its review of variances in segment earnings. Management believes that after-tax amounts are a 
preferable method of explaining variances in earnings, since they show the entire effect of a transaction rather 
than only the pre-tax amount. After-tax amounts are determined by applying the income tax rate in each tax 
jurisdiction to pre-tax amounts. 


Comparison of Results 
Exploration and Production 
Following is a summarized income statement of the Corporation’s E&P operations: 


2012 2011 2010 
(In millions) 
Sales and other operating revenues* ........... 0.0.00. 0 ee eae $10,893 $10,047 §$ 8,744 
Gains on asset SaleS 2... 0.0... ccc cece teens 584 446 1,208 
1) Jil 0) aa 01) Hae nee a PP 99 18 25 
Total revenues and non-operating income ................. 11,576 10,511 9,977 
Costs and expenses 
Production expenses, including related taxes................. 2,752 2,352 1,924 
Exploration expenses, including dry holes and lease 
IMpaUMeDl: sicher stele cele eee Adve be doa pense ae 1,070 1,195 865 
General, administrative and other expenses .................. 314 313 281 
Depreciation, depletion and amortization ................... 2,853 2,305 2,222. 
Asset imipaiments’ 1.4442 sai dtabediceeivpdetedesiad ches 582 358 532 
Total costs and expenseS ....... 0... cee ee eee ee eee 7,571 6,523 5,824 
Results of operations before income taxes ..............-0-0005 4,005 3,988 4,153 
Provision for income taxeS .......... 0.0.0 cee eee ee eee 1,793 1,313 1,417 
Results of operations attributable to Hess Corporation ........... $ 2,212 $2,675 §$ 2,736 


* Amounts differ from E&P operating revenues in Note 18, Segment Information in the notes to the Consolidated Financial Statements 
primarily due to the exclusion of sales of hydrocarbons purchased from third parties. 
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After considering the E&P items affecting comparability of earnings between periods in the table on 
page 25, the remaining changes in E&P earnings are primarily attributable to changes in selling prices, 
production and sales volumes, operating costs, depreciation, depletion and amortization, exploration expenses 
and income taxes, as discussed below. 


Selling Prices: Lower average realized selling prices, primarily from crude oil and natural gas liquids, 
decreased E&P revenues by approximately $380 million in 2012 compared with the corresponding period in 
2011. Higher average selling prices increased E&P revenues by approximately $2,400 million in 2011 compared 
with 2010. 


The Corporation’s average selling prices were as follows: 


2012 2011 2010 
Crude oil — per barrel (including hedging) 
Write States! 3.3 des genoted wake oe ated Pale aoe ace sla eoanedete dee $ 92.32 $98.56 $ 75.02 
BULOpes 34.i005 hoki d whe ddd tawets Aetes tages eas 74.14 80.18 58.11 
PETC oo Sica og hes 21 nO Sod oer gt, aa A Mak oon a be set had 89.02 88.46 65.02 
OT Pe 107.45 111.71 79.23 
With Wide 5 2. ass: gs canoes ana cone. gaves 4 tee e atdoktolions nase deh, Ae 86.94 89.99 66.20 
Crude oil — per barrel (excluding hedging) 
Writed States. otoccci0 4 uaedwide-da es oketwd thal aad $ 93.96 $ 98.56 $ 75.02 
BUOPe si .5 15g. eee. shah dg acacia apanapahve. ae dpact aegnteaca id ghand. gaps wid sceaiare nang 75.06 80.18 58.11 
APTICA: ob 8 a deah nad aetee Bahan deantg ata ap dinette yanks beh deers 110.92 110.28 78.31 
PRS epea Pe hre crits acs ded eens a eet ona ees ed eset Speci, Se eee Geese 109.35 111.71 79.23 
WOrld Wide? ii. aG:cse da eek bith ite Re 8 Mase Ses 93.70 95.60 71.40 
Natural gas liquids — per barrel 
United States: 2i46.checadacdaebthssuwdd woeie dos bene cas $ 40.75 $ 58.59 §$ 47.92 
BUPOpe .. 055 sth) Ste S apt sb4dn HOR SA ee ed Esa Seed 78.43 75.49 59.23 
ASIA: 3.6% 0s Ane ead Oo ae dies eee obs LE Yas bee oe BE oae dees 77.92 72.29 63.50 
W OTA Wide: syjcc.e ces a ne. oh hale bg aoetaoseiM Rea dehed 47.81 62.72 50.49 
Natural gas — per mcf 
Wnited States. g2esak.4 cw ot de dae ieee awe deed teed $ 2.09 $ 3.39 $ 3.70 
BUOPe «fs id.g) o/e lelahdiacaces S555 Gara bdgcdliad Gilangee ak tudealact. dag, aden geratecivaus 9.50 8.79 6.23 
Asia ‘and: others, «33.6 ced n0-dareg a Ie § od bd Adie deed baedesaeees 6.90 6.02 5.93 
Bs0) d (6 814 (0 (cane aaa Pe a 6.16 5.96 5.63 


In October 2008, the Corporation closed Brent crude oil hedges covering 24,000 barrels per day from 2009 
through 2012 by entering into offsetting contracts with the same counterparty. The deferred after-tax losses, as of 
the date the hedge positions were closed, were recorded in earnings as the contracts matured. The Corporation 
also entered into Brent crude oil hedges using fixed-price swap contracts to hedge 120,000 boepd of crude oil 
sales volumes for the full year of 2012 at an average price of $107.70 per barrel. Crude oil hedges reduced E&P 
earnings by $431 million ($688 million before income taxes) in 2012, $327 million ($517 million before income 
taxes) in 2011 and $338 million ($533 million before income taxes) in 2010. Both of these hedge programs 
matured as of December 31, 2012. In January and February 2013, the Corporation entered into Brent crude oil 
hedges using fixed-price swap contracts to hedge 90,000 boepd of crude oil sales volumes for the remainder of 
the calendar year at an average price of approximately $109.70 per barrel. 


Production and Sales Volumes: ‘The Corporation’s crude oil and natural gas production was 406,000 
boepd in 2012, 370,000 boepd in 2011 and 418,000 boepd in 2010. Approximately 75% in 2012, 72% in 2011 
and 73% in 2010 of the Corporation’s production was from crude oil and natural gas liquids. The Corporation 
currently expects total worldwide production to average between 375,000 boepd and 390,000 boepd in 2013. 
This forecast assumes Russian operations remain in the portfolio for the full year. 
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The Corporation’s net daily worldwide production was as follows: 


2012 2011 2010 
(In thousands) 
Crude oil — barrels per day 
United States 
PBA Mises. i ccen seteetsc netens kePiaaacee tela iserinddianeccnrensndeeaha, ateantta, on eacate ce 47 26 12 
OthePONsShOre: s.54:2.3. 2:62 os A aed a ee eee aoe ee ot a Ron ers kk eae A 13 11 11 
TD Ola ONSHOLE: 5s, eee. 2-3:5, Sr aiceeceea at varendtan Sptenanetessed: whomekos. ab gee 60 37 23 
OP SHORE 24 2 as. aad: Po ae ch RR Re Rb Rade A ae k ak eh S det _ 48 _44 _52 
‘Total United: States: <..%..-..c.2¢ec dow a tdand baie Oeste eel bbe PEA 108 81 75 
BULOPeG! cad Seger nee ns derek MO adit Potente eaten ee 84 89 88 
ATTICA 6 bie deta oboe nodes eeatheddded heaceeeneene bedhaduaees 75 66 113 
PSV 20.8, dip Sonat So savte me Gna: Sebien S achgh cantcebanbiecdhetle Srawioehel ace eae kee ase eae 17 13 13 
Ota 5 Seoca tuk ees eet o atten rs oe eins oes Be 284 249 289 
Natural gas liquids — barrels per day 
United States 
Bakkencsp330.¢¢d00dr0cedd dat Sedes peda bees ed ne did sarki 5 2 2 
Other ONSHOLE 52.205 ve <5 dedee teres See Gud eee ls ates goa wed Geers 5 _5 _ 35 
Total Onshore scidov oss. dedoed oo eek cad. bw rece oad 10 7 7 
OM SNORE 62a ede ch 8S sid aed ee OS Peace eke oe oe 6 6 7 
Total United States 2.0... eee eee 16 13 14 
ULOPGs sik e 32s nk a) dei Oh acai alg) ahaa lal dig gdblat Ad gunlae's’ «Gabon begets 2 3 3 
ASIA 42 cek Rovere che a eeseeas erat ctu Got oataees tent Gee cciecae tienen ees 1 1 1 
EOWA cs cca nieces cbt, Grcead send ates sce, eo aaae e artehar a ogni ater nvendic cies 19 17 18 
Natural gas — mcf per day 
United States 
ARC Meet Secs ae coe des ae eae actanee ice eon abide os Bvlstctae dmumh ecee decker ncaa 27 13 9 
Other ONSHOLEs §.io5 55-5. Seec eis dead Sstdeg 6 wea God bs wip See Sale eet dane are eben 27 26 29 
Eo) 1 WE ©) 01s 00) 0 = ae arn a me 54 39 38 
C3 a 0) 1 (0) 1 pee ee a OR Rr 65 61 70 
‘Lotal. United Statese: rie, Sed dt occce ee dee ausrena aud nereoanegent a thea hk. oe RRS 119 100 108 
BUTOPCs oc fees stots ech ee eeek ap eeend sd Reh Wel Pewee 43 81 134 
ASiasand OUNEL os, coeds, waders sincere e wren trere aiaveocuand Segue s BATE Pewee 8 454 442 427 
LOAD: ie. osseit ge have weak toda Stes Ge 8S eS BORO SS 616 623 669 
Barrels of oil equivalent — per day* ....................00 0-0 ee 406 370 418 


* Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence does 
not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been substantially 
lower than the corresponding price for crude oil over the recent past. See the average selling prices table. 


United States: Crude oil, natural gas liquids and natural gas production in the United States was 
higher in 2012 compared with 2011, primarily due to new wells in the Bakken oil shale play. In the second 
quarter of 2012, production restarted from a well at the Llano Field after a successful workover of the well, 
which had been shut-in for mechanical reasons since the first quarter of 2011. Crude oil production was higher in 
2011 compared with 2010, primarily due to new wells in the Bakken oil shale play, partly offset by lower 
production due to the shut-in well at the Llano Field. Natural gas production was lower in 2011 compared with 
2010, primarily due to this shut-in well at the Llano Field. 

Europe: Crude oil production in 2012 was lower than 2011, primarily due to downtime at the Valhall 
Field in Norway which was shut-in from mid-July 2012 until January 2013 in order to complete a field 
redevelopment project. Crude oil production in 2011 was comparable to 2010, as higher production from Norway 
and Russia was largely offset by lower production from the Corporation’s United Kingdom North Sea assets. 
Natural gas production was lower in 2012 compared with 2011, primarily due to the sale of the Snohvit Field, 
offshore Norway, in January 2012, downtime at the Valhall Field as noted above and natural decline at the Beryl 
Field in the United Kingdom North Sea. Natural gas production was lower in 2011 compared with 2010, 
primarily due to the sale in February 2011 of certain natural gas producing assets in the United Kingdom North 
Sea. 


24 


Africa: Crude oil production increased in 2012 compared with 2011, mainly due to the resumption of 
production in Libya, partly offset by lower production in Equatorial Guinea due to downtime and natural field 
decline. Following the lifting of the economic sanctions imposed in response to civil unrest, the Corporation’s 
production in Libya resumed during the fourth quarter of 2011 after being shut-in from the first quarter of 2011. 
Crude oil production decreased in 2011 compared with 2010 due to the suspension of production in Libya, the 
exchange in September 2010 of the Corporation’s interests in Gabon for increased interests in Norway, lower 
production entitlement in Equatorial Guinea and Algeria as a result of higher selling prices and natural decline in 
Equatorial Guinea. 

Asia and other: Natural gas production in 2012 was higher than 2011, primarily due to new wells at 
the Pangkah Field in Indonesia and a full year’s contribution from the Gajah Baru Complex at the Natuna A Field 
in Indonesia, which commenced production in the fourth quarter of 2011. Natural gas production in 2011 was 
higher than 2010, primarily due to higher nominations at Block PM301 in Malaysia and first production from the 
Gajah Baru Complex. 

Sales volumes: Higher sales volumes and other operating revenues increased revenue by 
approximately $1,225 million in 2012 compared with 2011, and lower sales volumes and other operating 
revenues decreased revenue by approximately $1,100 million in 2011 compared with 2010. 

Operating Costs and Depreciation, Depletion and Amortization: Cash operating costs, consisting of 
production expenses and general and administrative expenses, increased by $401 million in 2012 compared with 2011 
and increased by $460 million in 2011 compared with 2010. The increase in 2012 reflects higher production taxes as a 
result of increased production volumes at the Bakken oil shale play and in Russia, together with higher operating and 
maintenance costs at the Valhall Field in Norway, the Llano Field in the United States and the Bakken. The increase in 
costs in 2011 compared to 2010 was primarily due to higher production taxes as a result of higher selling prices, 
together with higher operating and maintenance expenses, mainly in Norway and the Bakken. 

Depreciation, depletion and amortization charges increased by $548 million in 2012 and $83 million in 
2011, compared with the corresponding amounts in prior years. The increase in 2012 was primarily due to higher 
volumes and per barrel costs. The increase in 2011 was primarily due to higher per barrel costs, reflecting higher 
finding and development costs. In addition, the higher per barrel rates in 2012 and 2011 were largely due to 
greater production contribution from unconventional assets. 

Excluding items affecting comparability of earnings between periods, cash operating costs per barrel of oil 
equivalent were $20.63 in 2012, $19.71 in 2011 and $14.45 in 2010. Depreciation, depletion and amortization 
costs per barrel of oil equivalent were $19.20 in 2012, $17.06 in 2011 and $14.56 in 2010. For 2013, cash 
operating costs are estimated to be in the range of $21.00 to $22.00 per barrel and depreciation, depletion and 
amortization costs are estimated to be in the range of $19.00 to $20.00 per barrel, resulting in total unit costs of 
$40.00 to $42.00 per barrel of oil equivalent. 

Exploration Expenses: Exploration expenses decreased in 2012 compared to 2011, primarily due to lower 
dry hole expenses and lease amortization. Dry hole expenses in 2012 included amounts associated with two 
exploration wells, Ness Deep in the Gulf of Mexico and Ajek-1, offshore Indonesia. Exploration expenses increased 
in 2011 from 2010, mainly due to higher dry hole expenses, which included amounts relating to two exploration 
wells on the Semai V Block, offshore Indonesia, and a well in the North Red Sea Block 1, offshore Egypt. 

Income Taxes: Excluding the impact of items affecting comparability of earnings between periods, the 
effective income tax rates for E&P operations were 45% in 2012, 38% in 2011 and 44% in 2010. The increase in the 
effective income tax rate in 2012 compared with 2011 was predominantly due to the resumption of Libyan 
operations. The effective income tax rate for E&P operations in 2013 is estimated to be in the range of 46% to 50%. 

Items Affecting Comparability of Earnings Between Periods: Reported E&P earnings include the 
following items affecting comparability of income (expense) before and after income taxes: 


Before Income Taxes After Income Taxes 
2012 2011 2010 2012 2011 2010 
(In millions) 
Gains on asset sales .............0.000. $584 $446 $1,208 $557 $413 $1,130 
Asset impairments ................-00- (582) (358) (532) (344) (140) (334) 
Dry hole and other expenses ............ (86) — (101) (56) — (64) 
Income tax adjustments ................ — — — (201) (29) — 


$ (84) $ 88 $ 575 $ (44) $244 §$ 732 
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2012: The Corporation completed the sale of its interests in the Schiehallion Field (Hess 16%), the Bittern 
Field (Hess 28%) and related assets, which are all located in the United Kingdom North Sea, and the Snohvit 
Field (Snohvit) (Hess 3%), offshore Norway, for total cash proceeds of $843 million. These transactions resulted 
in pre-tax gains totaling $584 million ($557 million after income taxes). These assets were producing at an 
aggregate net rate of approximately 15,000 boepd at the time of sale and had a total of 83 million boe of proved 
reserves. See also Note 2, Dispositions in the notes to the Consolidated Financial Statements. 

During 2012, E&P recorded three asset impairment charges totaling $582 million ($344 million after 
income taxes). As a result of a competitive bidding process, the Corporation obtained additional information 
relating to the fair value of its interests in the Cotulla area of the Eagle Ford Shale in Texas in February 2013. 
Based on this information and management’s anticipated plan for the assets as of December 31, 2012, the 
Corporation recorded an impairment charge of $315 million ($192 million after income taxes). The Corporation 
also recorded charges of $208 million ($116 million after income taxes) related to increases in estimated 
abandonment liabilities primarily for non-producing properties which resulted in the book value of the properties 
exceeding their fair value. In addition, the Corporation recorded a charge of $59 million ($36 million after 
income taxes) in the second quarter related to the disposal of certain Eagle Ford properties as part of an asset 
exchange with its joint venture partner. 

During the third quarter of 2012, the Corporation decided to cease further development and appraisal 
activities in Peru. As a result, the Corporation recorded exploration expenses totaling $86 million ($56 million 
after income taxes) to write off its exploration assets in the country. 

In July 2012, the government of the United Kingdom changed the supplementary income tax rate applicable 
to deductions for dismantlement expenditures to 20% from 32%. As a result, the Corporation recorded a one-time 
charge in the third quarter of 2012 of $115 million for deferred taxes related to asset retirement obligations in the 
United Kingdom. In the fourth quarter of 2012, the Corporation recorded an income tax charge of $86 million for 
a disputed application of an international tax treaty. 

2011: The Corporation completed the sale of its interests in certain natural gas producing assets in the 
United Kingdom North Sea, the Snorre Field (Hess 1%), offshore Norway, and the Cook Field (Hess 28%) in the 
United Kingdom North Sea for total cash proceeds of $490 million. These disposals resulted in pre-tax gains 
totaling $446 million ($413 million after income taxes). These assets had an aggregate net productive capacity of 
approximately 17,500 boepd at the time of sale. 

In the third quarter of 2011, the Corporation recorded asset impairment charges of $358 million ($140 
million after income taxes) related to increases in the Corporation’s estimated abandonment liabilities primarily 
for non-producing properties in the United Kingdom North Sea which resulted in the book value of the properties 
exceeding their fair value. 

In July 2011, the United Kingdom increased the supplementary tax rate on petroleum operations to 32% 
from 20% with an effective date of March 24, 2011. As a result, the Corporation recorded a charge of $29 million 
to increase deferred tax liabilities in the United Kingdom. 

2010: The Corporation completed the exchange of its interests in Gabon and the Clair Field in the United 
Kingdom for additional interests of 28% and 25%, respectively, in the Valhall and Hod fields in Norway. This 
non-monetary transaction, which was recorded at fair value, resulted in a pre-tax gain of $1,150 million ($1,072 
million after income taxes). The Corporation completed the sale of its interest in the Jambi Merang natural gas 
development project in Indonesia (Hess 25%) for cash proceeds of $183 million. The transaction resulted in a 
gain of $58 million. 

The Corporation recorded an asset impairment charge of $532 million ($334 million after income taxes) to 
fully impair the carrying value of its 55% interest in the West Mediterranean Block | concession (West Med 
Block), located offshore Egypt when the Corporation and its partners notified the Egyptian authorities of their 
decision to cease exploration activities and to relinquish a significant portion of the block. The West Med Block 
was relinquished in 2011. The Corporation also recorded $101 million ($64 million after income taxes) of dry 
hole expenses related to previously suspended well costs on the West Med Block offshore Egypt and Block BM- 
S-22 offshore Brazil, both of which were drilled prior to 2010. 

Marketing and Refining 

Results from M&R activities were earnings of $231 million in 2012, a loss of $584 million in 2011 and a 
loss of $231 million in 2010. Excluding items affecting comparability of earnings between periods in the table 
below, M&R results were earnings of $160 million in 2012, a loss of $59 million in 2011 and earnings of $58 
million in 2010. 
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M&R Sales and other operating revenue were $25,520 million, $27,936 million and $24,885 million in 
2012, 2011 and 2010, respectively. In 2012, Sales and other operating revenue decreased compared with 2011, 
reflecting lower refined petroleum product sales volumes together with lower gas and electricity selling prices. In 
2011, Sales and other operating revenues increased compared with 2010, primarily due to higher refined 
petroleum product selling prices partially offset by the effect of lower refined petroleum product sales volumes. 

Items Affecting Comparability of Earnings Between Periods: Reported M&R earnings include the 
following items affecting comparability of income (expense) before and after income taxes: 

Before Income Taxes After Income Taxes 
2012 2011 2010 2012 2011 2010 


(In millions) 


LIFO inventory liquidation ...................04. $165 $ — $ — $104 $ — $ — 
Asset impairments and other charges .............. (43) — — (33) — — 
Charges related to equity investment in HOVENSA .... — (875) (300) — (525) (289) 


$ 122 $(875) $300) $ 71 $(525) $(289) 


In 2012, the Corporation recorded income of $165 million ($104 million after income taxes) from the partial 
liquidation of last-in, first-out (LIFO) inventories. The Corporation also recorded charges of $43 million ($33 
million after income taxes) for asset impairments to certain marketing properties and other charges. 

As a result of continued substantial operating losses and unsuccessful efforts to improve operating 
performance by reducing refining capacity, HOVENSA prepared an impairment analysis as of December 31, 
2011, which concluded that undiscounted future cash flows would not recover the carrying value of its long-lived 
assets, and recorded an impairment charge and other charges related to the decision to shut down the refinery. In 
2011, the Corporation recorded a charge of $875 million ($525 million after income taxes) due to the impairment 
recorded by HOVENSA and other charges associated with its decision to shut down the refinery. The 
Corporation’s share of the impairment related losses recorded by HOVENSA represented an amount equivalent 
to the Corporation’s financial support to HOVENSA at December 31, 2011, its planned future funding 
commitments for costs related to the refinery shutdown, and a charge of $135 million for the write-off of related 
assets held by the subsidiary which owns the Corporation’s investment in HOVENSA. A deferred income tax 
benefit of $350 million, consisting primarily of U.S. income taxes, was recorded on the Corporation’s share of 
HOVENSA’s impairment and refinery shutdown related charges. 

In December 2010, the Corporation recorded an impairment charge of $300 million before income taxes 
($289 million after income taxes) to reduce the carrying value of its equity investment in HOVENSA to fair 
value. 

Marketing: Marketing operations, which consist principally of retail gasoline and energy marketing 
activities, generated earnings of $209 million in 2012, $185 million in 2011 and $215 million in 2010. Excluding 
items affecting comparability of earnings between periods, Marketing earnings were $138 million in 2012, $185 
million in 2011 and $215 million in 2010. The decrease in earnings over the period from 2010 to 2012 was 
primarily due to lower margins and lower refined product sales volumes. 

The table below summarizes marketing sales volumes: 


2012 2011 2010 
Refined petroleum product sales (thousands of barrels per day) ........ 389 430 471 
Natural gas (thousands of mcf per day) ............ 00. eee eee eee 2,300 = =2,200 = 2,000 
Electricity (megawatts round the clock) ........... 0... cece eee ee eee 4,500 4,400 4,100 


Refining: Refining results consist of the Corporation’s share of HOVENSA’s losses, together with the 
results of Port Reading and other operating activities. Refining generated earnings of $28 million in 2012, a loss 
of $728 million in 2011 and a loss of $445 million in 2010. 

The Corporation did not record any incremental equity income or loss for HOVENSA in 2012, as the 
Corporation fully accrued its estimated funding commitments for HOVENSA’s refinery shutdown at 
December 31, 2011. Excluding items affecting comparability of earnings between periods, the Corporation’s 
share of HOVENSA’s results was a loss of $198 million in 2011 and a loss of $137 million ($222 million before 
income taxes) in 2010, reflecting weak refining margins. U.S. Virgin Island income taxes were not recorded on 
the Corporation’s share of HOVENSA’s 2011 results due to cumulative operating losses. 
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Other after-tax refining results, principally from Port Reading operations, generated earnings of $28 million 
in 2012, a loss of $5 million in 2011 and a loss of $19 million in 2010. The Port Reading refining facility has a 
capacity of 70,000 barrels per day and the facility operated at a rate of 59,000 barrels per day in 2012, 63,000 
barrels per day in 2011 and 55,000 barrels per day in 2010. In January 2013, the Corporation announced its 
decision to cease refining operations in February at its Port Reading facility. 


The Corporation has a 50% voting interest in a consolidated partnership that trades energy commodities and 
energy derivatives. The Corporation also takes trading positions for its own account. The Corporation’s after-tax 
results from trading activities, including its share of the results of the trading partnership, amounted to losses of 
$6 million in 2012, $41 million in 2011 and $1 million in 2010. 


Marketing expenses decreased in 2012 compared with 2011 principally reflecting lower retail credit card 
fees. Marketing expenses increased in 2011 compared with 2010 reflecting higher retail credit card fees, 
maintenance, environmental and employee related expenses. 


The Corporation’s future M&R earnings may be impacted by supply and demand factors, volatility in 
margins, credit risks, the effects of weather, competitive industry conditions, political risk, environmental risk 
and catastrophic risk. For a more comprehensive description of the risks that may affect the Corporation’s M&R 
business, see Item 1A. Risk Factors Related to Our Business and Operations. 


Corporate 


The following table summarizes corporate expenses: 


2012 2011 2010 
(In millions) 


Corporate expenses (excluding items affecting comparability) .......... $262 $260 $256 

Income taxes (benefits) s,s sce fas ccd decd ie Senza acbsece he andoess) aca doddaranehiges aa @ (104) (106) (104) 
Net corporate expenses, after-tax 2.2.0.2... eee eee eee ee 158 154 152 

Items affecting comparability of earnings between periods, after-tax ..... —_— —_ 7 
Total corporate expenses, after-tax»... 0... 2. eee eee eee $158 $154 $159 


Corporate expenses were comparable in 2012, 2011 and 2010. After-tax corporate expenses in 2013 are 
estimated to be in the range of $160 million to $170 million. 


Interest Expense 


The following table summarizes interest expense: 


2012 2011 2010 
(In millions) 


Total intetest incurred) 4.650266 eho andes ee ee eee a RN Gee eae eS $447 $396 §$ 366 

Less: Capitalized interest 20... 0... eee eee (28) (13) (5) 
Interest expense before income taxes .............0 0. 0c eee eee eee 419 383 361 

Income taxes (benefits)... 0... 0. eee enn (159) (149) (140) 
Total interest expense, after-tax .. 0.2... 0.0... cece eee ee $260 $234 $221 


The increase in interest expense incurred in 2012 and 2011 principally reflects higher average debt and bank 
facility fees. Capitalized interest increased in 2012 compared with 2011, primarily due to the sanctioning of the 
Tubular Bells project in September 2011. After-tax interest expense in 2013 is expected to be in the range of 
$255 million to $265 million. 
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Liquidity and Capital Resources 
The following table sets forth certain relevant measures of the Corporation’s liquidity and capital resources 
at December 31: 


2012 2011 
(In millions) 
Cashiand Cash equivalents: ss. io:5:440 creep ace ceac tang be pela g ens aca dGaaoea piace place $ 642 $ 351 
Short-term debt and current maturities of long-term debt .................. $ 787 § 32 
fio) io) 0) Sern nae $ 8,111 $ 6,057 
Total equity. ..44.2 gscerctetira tees aticed tied bi oot oak ae sthavadibed dees $21,203 $18,592 
Debt to capitalization ratio* 22.0... eee 27.7% 24.6% 
* Total debt as a percentage of the sum of total debt plus equity. 
Cash Flows 
The following table sets forth a summary of the Corporation’s cash flows: 
2012 2011 2010 


(In millions) 


Net cash provided by (used in): 


Operating activites: .6.20.cact sd km pecan eee te betel ew $5,660 $4,984 $4,530 
INVEStIN @ ACHVALLES ais tat cc acasheie aoa beats pode sed Poem weap apacnip av ahelacedee (7,051) (6,566) (5,259) 
Financing activities 4... .0ces.0 bese vee tava cere eoeee 1,682 325 975 

Net increase (decrease) in cash and cash equivalents ......... $ 291 $(1,257) $ 246 


Operating Activities: Net cash provided by operating activities amounted to $5,660 million in 2012 
compared with $4,984 million in 2011, reflecting higher operating earnings and increases in cash flows from 
changes in working capital. Operating cash flow increased to $4,984 million in 2011 from $4,530 million in 2010 
principally reflecting higher operating earnings partially offset by a decrease in cash flows from changes in 
working capital. 

Investing Activities: The following table summarizes the Corporation’s capital expenditures: 

2012 2011 2010 


(In millions) 


Exploration and Production 


EX pPlOPatiGMS eosee:cscssia.i5,8-c0ee dew ed naa aed Se Beaver wele OS, REAM ga esha Sy $ 619 $ 869 § 552 
Production and development .......... 0.0... eee ee eee eee 6,790 4,673 2,592 
Acquisitions (including leaseholds) ....................0.0000- 267 1,346 2,250 
7,676 6,888 5,394 

Marketing, Refining and Corporate ................ 0.000.000.0045. 119 118 98 
ROCA oc tac acest ee secohtestetiaceneseatt asenetetoe eaecetaraleatnn tats Giadeeasdave tot $7,795 $7,006 $5,492 


The increased spend on capital expenditures in 2012 primarily reflected additional spending at the Bakken 
oil shale play as a result of drilling new wells, higher working interest wells and increased spending on field 
infrastructure projects. Capital expenditures in 2011 included acquisitions of approximately $800 million for 
195,000 net acres in the Utica Shale play in Ohio, $214 million for interests in two blocks in the Kurdistan 
Region of Iraq and $116 million for an additional 4% interest in the South Ame Field in Denmark. Capital 
expenditures in 2010 included acquisitions of 167,000 net acres in the Bakken oil shale play in North Dakota 
from TRZ Energy, LLC for $1,075 million in cash and additional interests of 8% and 13% in the Valhall and 
Hod fields, respectively, for $507 million in cash. 


The Corporation received total proceeds from the sale of assets in the E&P segment of $843 million in 2012, 
$490 million in 2011 and $183 million in 2010. 

Financing Activities: During 2012, the Corporation borrowed a net of $1,845 million from available 
credit facilities, which consisted of borrowings of $758 million from its syndicated revolving credit facility, $890 
million from its short-term credit facilities and $250 million from its asset-backed credit facility, partially offset 
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by net repayments of other debt of $53 million. During 2011, net proceeds from borrowings on available credit 
facilities were $422 million. During 2010, net proceeds from borrowings were $1,098 million, including the 
August 2010 issuance of $1,250 million of 30-year fixed-rate public notes with a coupon of 5.6% scheduled to 
mature in 2041. In January 2010, the Corporation completed the repurchase of the remaining $116 million of 
fixed-rate public notes that were scheduled to mature in 2011. 


Total common stock dividends paid were $171 million in 2012, $136 million in 2011 and $131 million in 
2010. In 2012, the Corporation made five quarterly common stock dividend payments as a result of accelerating 
payment of the fourth quarter 2012 dividend, which historically would have been paid in the first quarter of 2013. 
The Corporation received net proceeds from the exercise of stock options, including related income tax benefits 
of $11 million, $88 million and $54 million in 2012, 2011 and 2010, respectively. 


Future Capital Requirements and Resources 


The Corporation anticipates investing a total of approximately $6.8 billion in capital and exploratory 
expenditures during 2013, substantially all of which is targeted for E&P operations. This reflects an 18 percent 
reduction from the 2012 total of $8.3 billion. The decrease is substantially attributable to a reduced level of spend 
in the Bakken driven by lower drilling and completion costs and decreased investments in infrastructure projects. 


During 2012, the Corporation funded its capital spending through cash flows from operations, incremental 
borrowings and proceeds from asset sales. The Corporation had a cash flow deficit of approximately $2.5 billion 
in 2012 and the projected deficit for 2013 is expected to moderate versus 2012 based on current commodity 
prices. During 2012, the Corporation announced asset sales totaling $2.4 billion, of which cash proceeds of $843 
million were received in 2012 and approximately $440 million were received in January 2013. The Corporation 
is also pursuing the sale of its Russian operations, Eagle Ford assets and its terminal network. The Corporation 
expects to fund its 2013 capital expenditures and ongoing operations, including dividends, pension contributions 
and debt repayments with existing cash on-hand, cash flows from operations and proceeds from asset sales. 


Crude oil and natural gas prices are volatile and difficult to predict. In addition, unplanned increases in the 
Corporation’s capital expenditure program could occur. If conditions were to change, such as a significant 
decrease in commodity prices or an unexpected increase in capital expenditures, the Corporation would take 
steps to protect its financial flexibility and may pursue other sources of liquidity, including the issuance of debt 
securities, the issuance of equity securities, and/or further asset sales. 


See Overview on page 20 for a discussion of Elliott Management Corporation. 


The table below summarizes the capacity, usage, and available capacity of the Corporation’s borrowing and 
letter of credit facilities at December 31, 2012: 


Expiration Letters of Available 
Date Capacity Borrowings Credit Issued Total Used Capacity 
(In millions) 

Revolving credit facility............ April 2016 $4,000 $ 758 $ — $ 758 $3,242 
Asset-backed credit facility ......... July 2013 (a) 642 600 — 600 42 
Committed lines .................. Various (b) 2,730 500 463 963 1,767 
Uncommitted lines ................ Various (b) 773 490 283 773 — 
Totals .324 noes 6446 e046 454.0005 $8,145 $2,348 $ 746 $3,094 $5,051 


(a) Total capacity of $1 billion subject to the amount of eligible receivables posted as collateral. 
(b) Committed and uncommitted lines have expiration dates through 2014. 

The Corporation has a $4 billion syndicated revolving credit facility that matures in April 2016. This facility 
can be used for borrowings and letters of credit. Borrowings on the facility bear interest at 1.25% above the 
London Interbank Offered Rate. A fee of 0.25% per annum is also payable on the amount of the facility. The 
interest rate and facility fee are subject to adjustment if the Corporation’s credit rating changes. 


The Corporation has a 364-day asset-backed credit facility secured by certain accounts receivable from its 
M&R operations. Under the terms of this financing arrangement, the Corporation has the ability to borrow or 
issue letters of credit of up to $1 billion subject to the availability of sufficient levels of eligible receivables. At 
December 31, 2012, outstanding borrowings under this facility of $600 million were collateralized by a total of 
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approximately $1,050 million of accounts receivable, which are held by a wholly-owned subsidiary. These 
receivables are only available to pay the general obligations of the Corporation after satisfaction of the 
outstanding obligations under the asset-backed facility. 


On February 27, 2012, the Corporation filed a shelf registration statement with the Securities and Exchange 
Commission under which it may issue additional debt securities, warrants, common stock or preferred stock. 


The Corporation’s long-term debt agreements contain a financial covenant that restricts the amount of total 
borrowings and secured debt. At December 31, 2012, the Corporation is permitted to borrow up to an additional 
$27.2 billion for the construction or acquisition of assets. The Corporation has the ability to borrow up to an 
additional $4.9 billion of secured debt at December 31, 2012. 


The Corporation’s $746 million in letters of credit outstanding at December 31, 2012 were primarily issued 
to satisfy margin requirements. See also Note 20, Risk Management and Trading Activities in the notes to the 
Consolidated Financial Statements. 


Credit Ratings 


There are three major credit rating agencies that rate the Corporation’s debt. All three agencies have 
currently assigned an investment grade rating with a stable outlook to the Corporation’s debt. The interest rates 
and facility fees charged on some of the Corporation’s credit facilities, as well as margin requirements from risk 
management and trading counterparties, are subject to adjustment if the Corporation’s credit rating changes. 


Contractual Obligations and Contingencies 


The following table shows aggregate information about certain contractual obligations at December 31, 
2012: 


Payments Due by Period 
2014 and 2016 and 
Total 2013 2015 2017 Thereafter 
(In millions) 
Totaldebt® ; 2235 c00ch1 eed sbiadesees $8,111 $ 787 $ 530 $1,617 $5,177 
Operating leases .................0..0004. 2,843 700 831 252 1,060 
Purchase obligations 
Supply commitments .................. 5,702 4,664 723 122 193 
Capital expenditures and other 
investments .......... 0.0000 c ee eee 3,117 1,558 1,015 407 137 
Operating expenses ................... 2,582 1,387 558 314 323 
Other liabilities .................0.00.. 3,972 529 749 392 2,302 


* At December 31, 2012, the Corporation's debt bears interest at a weighted average rate of 5.3%. 


Supply commitments include term purchase agreements at market prices for a portion of the gasoline 
necessary to supply the Corporation’s retail marketing system. In addition, the Corporation has commitments to 
purchase refined petroleum products, natural gas and electricity to supply contracted customers in its energy 
marketing business. These commitments were computed based predominately on year-end market prices. 


The table also reflects future capital expenditures, including the portion of the Corporation’s planned 
$6.8 billion capital investment program for 2013 that was contractually committed at December 31, 2012. 
Obligations for operating expenses include commitments for transportation, seismic purchases, oil and gas 
production expenses and other normal business expenses. Other long-term liabilities reflect contractually 
committed obligations in the Consolidated Balance Sheet at December 31, 2012, including asset retirement 
obligations, pension plan liabilities and estimates for uncertain income tax positions. 


The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and 
other assets for varying periods under leases accounted for as operating leases. 


The Corporation has a contingent purchase obligation to acquire the remaining interest in WilcoHess, a 
retail gasoline station joint venture. This contingent obligation, which expires in April 2014, was approximately 
$210 million at December 31, 2012. 
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The Corporation is contingently liable under $141 million of letters of credit of other entities directly related 
to its business at December 31, 2012. 
Off-balance Sheet Arrangements 


The Corporation has leveraged leases not included in its Consolidated Balance Sheet, primarily related to 
retail gasoline stations that the Corporation operates. The net present value of these leases is $342 million at 
December 31, 2012 compared with $388 million at December 31, 2011. If these leases were included as debt, the 
Corporation’s December 31, 2012 debt to capitalization ratio would increase to 28.5% from 27.7%. 


See also Note 17, Guarantees and Contingencies in the notes to the Consolidated Financial Statements. 


Foreign Operations 


The Corporation conducts exploration and production activities outside the United States, principally in 
Algeria, Australia, Azerbaijan, Brunei, China, Denmark, Equatorial Guinea, France, Ghana, Indonesia, the 
Kurdistan region of Iraq, Libya, Malaysia, Norway, Russia, Thailand and the United Kingdom. Therefore, the 
Corporation is subject to the risks associated with foreign operations, including political risk, acts of terrorism, 
tax law changes and currency risk. 


See also Item 1A. Risk Factors Related to Our Business and Operations. 


Accounting Policies 


Critical Accounting Policies and Estimates 


Accounting policies and estimates affect the recognition of assets and liabilities in the Corporation’s 
Consolidated Balance Sheet and revenues and expenses in the Statement of Consolidated Income. The 
accounting methods used can affect net income, equity and various financial statement ratios. However, the 
Corporation’s accounting policies generally do not change cash flows or liquidity. 


Accounting for Exploration and Development Costs: E&P activities are accounted for using the 
successful efforts method. Costs of acquiring unproved and proved oil and gas leasehold acreage, including lease 
bonuses, brokers’ fees and other related costs, are capitalized. Annual lease rentals, exploration expenses and 
exploratory dry hole costs are expensed as incurred. Costs of drilling and equipping productive wells, including 
development dry holes, and related production facilities are capitalized. In production operations, costs of 
injected CO, for tertiary recovery are expensed as incurred. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of 
whether proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is 
completed if (1) the well has found a sufficient quantity of reserves to justify completion as a producing well and 
(2) sufficient progress is being made in assessing the reserves and the economic and operational viability of the 
project. If either of those criteria is not met, or if there is substantial doubt about the economic or operational 
viability of the project, the capitalized well costs are charged to expense. Indicators of sufficient progress in 
assessing reserves and the economic and operating viability of a project include: commitment of project 
personnel, active negotiations for sales contracts with customers, negotiations with governments, operators and 
contractors and firm plans for additional drilling and other factors. 


Crude Oil and Natural Gas Reserves: The determination of estimated proved reserves is a significant 
element in arriving at the results of operations of exploration and production activities. The estimates of proved 
reserves affect well capitalizations, the unit of production depreciation rates of proved properties and wells and 
equipment, as well as impairment testing of oil and gas assets and goodwill. 


For reserves to be booked as proved they must be determined with reasonable certainty to be economically 
producible from known reservoirs under existing economic conditions, operating methods and government 
regulations. In addition, government and project operator approvals must be obtained and, depending on the 
amount of the project cost, senior management or the board of directors must commit to fund the project. The 
Corporation maintains its own internal reserve estimates that are calculated by technical staff that work directly 
with the oil and gas properties. The Corporation’s technical staff updates reserve estimates throughout the year 
based on evaluations of new wells, performance reviews, new technical data and other studies. To provide 
consistency throughout the Corporation, standard reserve estimation guidelines, definitions, reporting reviews 
and approval practices are used. The internal reserve estimates are subject to internal technical audits and senior 
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management review. The Corporation also engages an independent third party consulting firm to audit 
approximately 80% of the Corporation’s total proved reserves. 


Impairment of Long-lived Assets and Goodwill: As explained below, there are significant differences in 
the way long-lived assets and goodwill are evaluated and measured for impairment testing. The Corporation 
reviews long-lived assets, including oil and gas fields, for impairment whenever events or changes in 
circumstances indicate that the carrying amounts may not be recovered. Long-lived assets are tested based on 
identifiable cash flows that are largely independent of the cash flows of other assets and liabilities. If the carrying 
amounts of the long-lived assets are not expected to be recovered by undiscounted future net cash flow estimates, 
the assets are impaired and an impairment loss is recorded. The amount of impairment is based on the estimated 
fair value of the assets generally determined by discounting anticipated future net cash flows, an income 
valuation approach, or by a market-based valuation approach, which are Level 3 fair value measurements. 


In the case of oil and gas fields, the present value of future net cash flows is based on management’s best 
estimate of future prices, which is determined with reference to recent historical prices and published forward 
prices, applied to projected production volumes and discounted at a risk-adjusted rate. The projected production 
volumes represent reserves, including probable reserves, expected to be produced based on a stipulated amount 
of capital expenditures. 


The production volumes, prices and timing of production are consistent with internal projections and other 
externally reported information. Oil and gas prices used for determining asset impairments will generally differ 
from those used in the standardized measure of discounted future net cash flows, since the standardized measure 
requires the use of historical twelve month average prices. 


The Corporation’s impairment tests of long-lived E&P producing assets are based on its best estimates of 
future production volumes (including recovery factors), selling prices, operating and capital costs, the timing of 
future production and other factors, which are updated each time an impairment test is performed. The 
Corporation could have impairments if the projected production volumes from oil and gas fields decrease, crude 
oil and natural gas selling prices decline significantly for an extended period or future estimated capital and 
operating costs increase significantly. 


The Corporation’s goodwill is tested for impairment annually in the fourth quarter or when events or 
circumstances indicate that the carrying amount of the goodwill may not be recoverable. The goodwill test is 
conducted at a reporting unit level, which is defined in accounting standards as an operating segment or one level 
below an operating segment. The reporting unit or units to be used in an evaluation and measurement of goodwill 
for impairment testing are determined from a number of factors, including the manner in which the business is 
managed. The Corporation has concluded that the E&P segment is the reporting unit for the purposes of testing 
goodwill for impairment, since the E&P segment is managed globally by one segment manager who allocates 
financial and technical resources globally and reviews operating results at the segment level. Accordingly, the 
Corporation expects that the benefits of goodwill will be recovered through the operations of that segment. 

If any of the E&P segment components, such as our financial reporting regions (United States, Europe, 
Africa and Asia) were considered to be reporting units, an analysis would be performed to determine if these 
components were economically similar as defined in the accounting standard for goodwill (ASC 350-20-35). If 
components are economically similar, that guidance requires that those components be aggregated and deemed a 
single reporting unit. 

While the Corporation believes that the E&P segment is the reporting unit because of the manner in which 
the business is managed, it also evaluated the required aggregation criteria specified in the accounting standard 
for segment reporting (ASC 280-10-50-11) and determined that its components are economically similar for the 
following reasons: 

e The Corporation operates its exploration and production segment as a single, global business. 

e Each component produces oil and gas. 

e The exploration and production processes are similar in each component. 

e The methods used by each component to market and distribute oil and gas are similar. 

¢ Customers of each component are similar. 

e The components share technical resources and support services. 

If the Corporation reorganized its exploration and production business such that there was more than one 
reporting unit, goodwill may be assigned to two or more reporting units. 

The Corporation’s fair value estimate of the E&P segment is the sum of: (1) the discounted anticipated cash 
flows of producing assets and known developments, (2) the estimated risk adjusted present value of exploration 
assets, and (3) an estimated market premium to reflect the market price an acquirer would pay for potential 
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synergies including cost savings, access to new business opportunities, enterprise control, improved processes 
and increased market share. The Corporation also considers the relative market valuation of similar E&P 
companies. 


The determination of the fair value of the E&P segment depends on estimates about oil and gas reserves, 
future prices, timing of future net cash flows and market premiums. Significant extended declines in crude oil 
and natural gas prices or reduced reserve estimates could lead to a decrease in the fair value of the E&P segment 
that could result in an impairment of goodwill. 


As there are significant differences in the way long-lived assets and goodwill are evaluated and measured 
for impairment testing, there may be impairments of individual assets that would not cause an impairment of the 
goodwill assigned to the E&P segment. 


Income Taxes: Judgments are required in the determination and recognition of income tax assets and 
liabilities in the financial statements. These judgments include the requirement to only recognize the financial 
statement effect of a tax position when management believes that it is more likely than not, that based on the 
technical merits, the position will be sustained upon examination. 


The Corporation has net operating loss carryforwards or credit carryforwards in several jurisdictions, 
including the United States, and has recorded deferred tax assets for those losses and credits. Additionally, the 
Corporation has deferred tax assets due to temporary differences between the book basis and tax basis of certain 
assets and liabilities. Regular assessments are made as to the likelihood of those deferred tax assets being 
realized. If it is more likely than not that some or all of the deferred tax assets will not be realized, a valuation 
allowance is recorded to reduce the deferred tax assets to the amount that is expected to be realized. In evaluating 
realizability of deferred tax assets, the Corporation refers to the reversal periods for available carryforward 
periods for net operating losses and credit carryforwards, temporary differences, the availability of tax planning 
strategies, the existence of appreciated assets and estimates of future taxable income and other factors. Estimates 
of future taxable income are based on assumptions of oil and gas reserves and selling prices that are consistent 
with the Corporation’s internal business forecasts. Additionally, the Corporation has income taxes which have 
been deferred on intercompany transactions eliminated in consolidation related to transfers of property, plant and 
equipment remaining within the consolidated group. The amortization of these income taxes deferred on 
intercompany transactions will occur ratably with the recovery through depletion and depreciation of the carrying 
value of these assets. The Corporation does not provide for deferred U.S. income taxes for that portion of 
undistributed earnings of foreign subsidiaries that are indefinitely reinvested in foreign operations. 


Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle 
long lived assets and to restore land or seabed at certain exploration and production locations. In accordance with 
generally accepted accounting principles, the Corporation recognizes a liability for the fair value of required asset 
retirement obligations. In addition, the fair value of any legally required conditional asset retirement obligations 
is recorded if the liability can be reasonably estimated. The Corporation capitalizes such costs as a component of 
the carrying amount of the underlying assets in the period in which the liability is incurred. In order to measure 
these obligations, the Corporation estimates the fair value of the obligations by discounting the future payments 
that will be required to satisfy the obligations. In determining these estimates, the Corporation is required to 
make several assumptions and judgments related to the scope of dismantlement, timing of settlement, 
interpretation of legal requirements, inflationary factors and discount rate. In addition, there are other external 
factors which could significantly affect the ultimate settlement costs for these obligations including changes in 
environmental regulations and other statutory requirements, fluctuations in industry costs and foreign currency 
exchange rates and advances in technology. As a result, the Corporation’s estimates of asset retirement 
obligations are subject to revision due to the factors described above. Changes in estimates prior to settlement 
result in adjustments to both the liability and related asset values. 


Retirement Plans: The Corporation has funded non-contributory defined benefit pension plans and an 
unfunded supplemental pension plan. The Corporation recognizes in the Consolidated Balance Sheet the net 
change in the funded status of the projected benefit obligation for these plans. 


The determination of the obligations and expenses related to these plans are based on several actuarial 
assumptions, the most significant of which relate to the discount rate for measuring the present value of future 
plan obligations; expected long-term rates of return on plan assets; and rate of future increases in compensation 
levels. These assumptions represent estimates made by the Corporation, some of which can be affected by 
external factors. For example, the discount rate used to estimate the Corporation’s projected benefit obligation is 
based on a portfolio of high-quality, fixed income debt instruments with maturities that approximate the expected 
payment of plan obligations, while the expected return on plan assets is developed from the expected future 
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returns for each asset category, weighted by the target allocation of pension assets to that asset category. Changes 
in these assumptions can have a material impact on the amounts reported in the Corporation’s financial 
statements. 


Derivatives: The Corporation utilizes derivative instruments for both risk management and _ trading 
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, individually 
or in combination to mitigate its exposure to fluctuations in the prices of crude oil, natural gas, refined petroleum 
products and electricity, as well as changes in interest and foreign currency exchange rates. In trading activities, 
the Corporation, principally through a consolidated partnership, trades energy-related commodities and 
derivatives, including futures, forwards, options and swaps, based on expectations of future market conditions. 


All derivative instruments are recorded at fair value in the Corporation’s Consolidated Balance Sheet. The 
Corporation’s policy for recognizing the changes in fair value of derivatives varies based on the designation of 
the derivative. The changes in fair value of derivatives that are not designated as hedges are recognized currently 
in earnings. Derivatives may be designated as hedges of expected future cash flows or forecasted transactions 
(cash flow hedges) or hedges of firm commitments (fair value hedges). The effective portion of changes in fair 
value of derivatives that are designated as cash flow hedges is recorded as a component of other comprehensive 
income (loss). Amounts included in Accumulated other comprehensive income (loss) for cash flow hedges are 
reclassified into earnings in the same period that the hedged item is recognized in earnings. The ineffective 
portion of changes in fair value of derivatives designated as cash flow hedges is recorded currently in earnings. 
Changes in fair value of derivatives designated as fair value hedges are recognized currently in earnings. The 
change in fair value of the related hedged commitment is recorded as an adjustment to its carrying amount and 
recognized currently in earnings. 


Derivatives that are designated as either cash flow or fair value hedges are tested for effectiveness 
prospectively before they are executed and both prospectively and retrospectively on an on-going basis to 
determine whether they continue to qualify for hedge accounting. The prospective and retrospective effectiveness 
calculations are performed using either historical simulation or other statistical models, which utilize historical 
observable market data consisting of futures curves and spot prices. 


Fair Value Measurements: The Corporation’s derivative instruments are recorded at fair value, with 
changes in fair value recognized in earnings or other comprehensive income each period as appropriate. The 
Corporation uses various valuation approaches in determining fair value, including the market and income 
approaches. The Corporation’s fair value measurements also include non-performance risk and time value of 
money considerations. Counterparty credit is considered for receivable balances, and the Corporation’s credit is 
considered for accrued liabilities. 


The Corporation also records certain nonfinancial assets and liabilities at fair value when required by 
generally accepted accounting principles. These fair value measurements are recorded in connection with 
business combinations, qualifying non-monetary exchanges, the initial recognition of asset retirement obligations 
and any impairment of long-lived assets, equity method investments or goodwill. 


The Corporation determines fair value in accordance with the fair value measurements accounting standard 
which established a hierarchy for the inputs used to measure fair value based on the source of the inputs, which 
generally range from quoted prices for identical instruments in a principal trading market (Level 1) to estimates 
determined using related market data (Level 3). Measurements derived indirectly from observable inputs or from 
quoted prices from markets that are less liquid are considered Level 2. 


When Level | inputs are available within a particular market, those inputs are selected for determination of 
fair value over Level 2 or 3 inputs in the same market. To value derivatives that are characterized as Level 2 and 
3, the Corporation uses observable inputs for similar instruments that are available from exchanges, pricing 
services or broker quotes. These observable inputs may be supplemented with other methods, including internal 
extrapolation or interpolation, that result in the most representative prices for instruments with similar 
characteristics. Multiple inputs may be used to measure fair value, however, the level of fair value for each 
physical derivative and financial asset or liability is based on the lowest significant input level within this fair 
value hierarchy. 
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Details on the methods and assumptions used to determine the fair values are as follows: 

Fair value measurements based on Level 1 inputs: Measurements that are most observable are 
based on quoted prices of identical instruments obtained from the principal markets in which they are traded. 
Closing prices are both readily available and representative of fair value. Market transactions occur with 
sufficient frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange 
traded futures and options are considered Level 1. 

Fair value measurements based on Level 2 inputs: Measurements derived indirectly from 
observable inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements 
based on Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded 
curve but have contractual terms that are not identical to exchange traded contracts. The Corporation utilizes fair 
value measurements based on Level 2 inputs for certain forwards, swaps and options. 

Fair value measurements based on Level 3 inputs: Measurements that are least observable are 
estimated from related market data determined from sources with little or no market activity for comparable 
contracts or are positions with longer durations. For example, in its energy marketing business, the Corporation sells 
natural gas and electricity to customers and offsets the price exposure by purchasing forward contracts. The fair 
value of these sales and purchases may be based on specific prices at less liquid delivered locations, which are 
classified as Level 3. Fair values determined using discounted cash flows and other unobservable data are also 
classified as Level 3. 

Impairment of Equity Investees: The Corporation reviews equity method investments for impairment 
whenever events or changes in circumstances indicate that an other than temporary decline in value may have 
occurred. The fair value measurement used in the impairment assessment is based on quoted market prices, 
where available, or other valuation techniques, including discounted cash flows. 


Environment, Health and Safety 

The Corporation’s long term vision and values provide a foundation for how we do business and define our 
commitment to meeting the highest standards of corporate citizenship and creating a long lasting positive impact 
on the communities where we do business. Our strategy is reflected in the Corporation’s environment, health, 
safety and social responsibility (EHS & SR) policies and by a management system framework that helps protect 
the Corporation’s workforce, customers and local communities. The Corporation’s management systems are 
intended to promote internal consistency, adherence to policy objectives and continual improvement in EHS & 
SR performance. Improved performance may, in the short-term, increase the Corporation’s operating costs and 
could also require increased capital expenditures to reduce potential risks to assets, reputation and license to 
operate. In addition to enhanced EHS & SR performance, improved productivity and operational efficiencies 
may be realized from investments in EHS & SR. The Corporation has programs in place to evaluate regulatory 
compliance, audit facilities, train employees, prevent and manage risks and emergencies and to generally meet 
corporate EHS & SR goals and objectives. 

Over the last several years, many refineries have entered into consent agreements to resolve the United 
States Environmental Protection Agency’s (EPA) assertions that refining facilities were modified or expanded 
without complying with the New Source Review regulations that require permits and new emission controls in 
certain circumstances and other regulations that impose emissions control requirements. In April 2012, the 
Corporation entered into a consent decree with the EPA to resolve these matters as they relate to its Port Reading 
refinery facility. Under the terms of the Consent Decree, Hess paid a penalty of $850,000 and agreed to 
implement a program to reduce emissions at the refinery. The emissions reduction program in the Consent 
Decree is not expected to have a material adverse impact on the financial condition, results of operations or cash 
flows of the Corporation. In January 2013, the Corporation announced its decision to cease refining operations in 
February at its Port Reading facility. 

The Corporation recognizes that climate change is a global environmental concern. The Corporation 
assesses, monitors and takes measures to reduce our carbon footprint at existing and planned operations. The 
Corporation is committed to complying with all Greenhouse Gas (GHG) emissions mandates and the responsible 
management of GHG emissions at its facilities. 

The Corporation will have continuing expenditures for environmental assessment and remediation. Sites 
where corrective action may be necessary include gasoline stations, terminals, onshore exploration and 
production facilities, refineries (including solid waste management units under permits issued pursuant to the 
Resource Conservation and Recovery Act) and, although not currently significant, “Superfund” sites where the 
Corporation has been named a potentially responsible party. 
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The Corporation accrues for environmental assessment and remediation expenses when the future costs are 
probable and reasonably estimable. At year-end 2012, the Corporation’s reserve for estimated remediation 
liabilities was approximately $55 million. The Corporation expects that existing reserves for environmental 
liabilities will adequately cover costs to assess and remediate known sites. The Corporation’s remediation 
spending was $19 million in 2012, $19 million in 2011 and $13 million in 2010. Capital expenditures for 
facilities, primarily to comply with federal, state and local environmental standards, other than for the low sulfur 
requirements, were approximately $70 million in 2012, $95 million in 2011 and $85 million in 2010. 
Forward-looking Information 

Certain sections of this Annual Report on Form 10-K, including Business and Properties, Management’s 
Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and Qualitative 
Disclosures about Market Risk, include references to the Corporation’s future results of operations and financial 
position, liquidity and capital resources, capital expenditures, asset sales, oil and gas production, tax rates, debt 
repayment, hedging, derivative, market risk and environmental disclosures, off-balance sheet arrangements and 
contractual obligations and contingencies, which include forward-looking information. These sections typically 
include statements with words such as “anticipate”, “estimate”, “expect”, “forecast”, “guidance”, “could”, “may’’, 
“should”, “would” or similar words, indicating that future outcomes are uncertain. Forward-looking disclosures are 
based on the Corporation’s current understanding and assessment of these activities and reasonable assumptions 
about the future. Actual results may differ from these disclosures because of changes in market conditions, 
government actions and other factors. For more information regarding the factors that may cause the Corporation’ s 
results to differ from these statements, see Item 1A. Risk Factors Related to Our Business and Operations. 

Item 7A. Quantitative and Qualitative Disclosures About Market Risk 

In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the 
prices of crude oil, natural gas, refined petroleum products and electricity, as well as to changes in interest rates 
and foreign currency values. In the disclosures that follow, risk management activities are referred to as energy 
marketing and corporate risk management activities. The Corporation also has trading operations, principally 
through a 50% voting interest in a consolidated partnership, that trades energy-related commodities, securities 
and derivatives. These activities are also exposed to commodity risks primarily related to the prices of crude oil, 
natural gas, refined petroleum products and electricity. The following describes how these risks are controlled 
and managed. 

Controls: The Corporation maintains a control environment under the direction of its chief risk officer and 
through its corporate risk policy, which the Corporation’s senior management has approved. Controls include 
volumetric, term and value at risk limits. The chief risk officer must approve the trading of new instruments or 
commodities. Risk limits are monitored and are reported on a daily basis to business units and senior 
management. The Corporation’s risk management department also performs independent price verifications 
(IPV’s) of sources of fair values, validations of valuation models and analyzes changes in fair value 
measurements on a daily, monthly and/or quarterly basis. These controls apply to all of the Corporation’s risk 
management and trading activities, including the consolidated trading partnership. The Corporation’s treasury 
department is responsible for administering and monitoring foreign exchange rate and interest rate hedging 
programs using similar controls and processes, where applicable. 

The Corporation uses value at risk to monitor and control commodity risk within its risk management and 
trading activities. The value at risk model uses historical simulation and the results represent the potential loss in 
fair value over one day at a 95% confidence level. The model captures both first and second order sensitivities 
for options. Results may vary from time to time as strategies change in trading activities or hedging levels change 
in risk management activities. 

Instruments: The Corporation primarily uses forward commodity contracts, foreign exchange forward 
contracts, futures, swaps, options and energy commodity based securities in its risk management and trading 
activities. These contracts are generally widely traded instruments with standardized terms. The following 
describes these instruments and how the Corporation uses them: 

¢ Forward Commodity Contracts: The Corporation enters into contracts for the forward purchase and sale 

of commodities. At settlement date, the notional value of the contract is exchanged for physical delivery 
of the commodity. Forward contracts that are deemed normal purchase and sale contracts are excluded 
from the quantitative market risk disclosures. 
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¢ Forward Foreign Exchange Contracts: The Corporation enters into forward contracts primarily for the 
British Pound and the Thai Baht, which commit the Corporation to buy or sell a fixed amount of these 
currencies at a predetermined exchange rate on a future date. 


e Exchange Traded Contracts: The Corporation uses exchange traded contracts, including futures, on a 
number of different underlying energy commodities. These contracts are settled daily with the relevant 
exchange and may be subject to exchange position limits. 


¢ Swaps: The Corporation uses financially settled swap contracts with third parties as part of its risk 
management and trading activities. Cash flows from swap contracts are determined based on underlying 
commodity prices or interest rates and are typically settled over the life of the contract. 


¢ Options: Options on various underlying energy commodities include exchange traded and third party 
contracts and have various exercise periods. As a seller of options, the Corporation receives a premium at 
the outset and bears the risk of unfavorable changes in the price of the commodity underlying the option. 
As a purchaser of options, the Corporation pays a premium at the outset and has the right to participate in 
the favorable price movements in the underlying commodities. 


e Energy Securities: Energy securities include energy-related equity or debt securities issued by a company 
or government or related derivatives on these securities. 


Risk Management Activities 


Energy marketing activities: In its energy marketing activities, the Corporation sells refined petroleum 
products, natural gas and electricity principally to commercial and industrial businesses at fixed and floating 
prices for varying periods of time. Commodity contracts such as futures, forwards, swaps and options together 
with physical assets, such as storage, are used to obtain supply and reduce margin volatility or lower costs related 
to sales contracts with customers. 


Corporate risk management: Corporate risk management activities include transactions designed to 
reduce risk in the selling prices of crude oil, refined petroleum products or natural gas produced by the 
Corporation or to reduce exposure to foreign currency or interest rate movements. Generally, futures, swaps or 
option strategies may be used to reduce risk in the selling price of a portion of the Corporation’s crude oil or 
natural gas production. Forward contracts may also be used to purchase certain currencies in which the 
Corporation does business with the intent of reducing exposure to foreign currency fluctuations. Interest rate 
swaps may also be used, generally to convert fixed-rate interest payments to floating. 


The Corporation has outstanding foreign exchange contracts used to reduce its exposure to fluctuating 
foreign exchange rates for various currencies, including the British Pound and the Thai Baht. At 
December 31, 2012, the Corporation had a receivable for foreign exchange contracts maturing in 2013 with a fair 
value of $14 million. The change in fair value of the foreign exchange contracts from a 10% strengthening of the 
U.S. Dollar exchange rate is estimated to be a loss of approximately $125 million at December 31, 2012. 


The Corporation’s outstanding long-term debt of $7,361 million, including current maturities, has a fair 
value of $8,887 million at December 31, 2012. A 15% decrease in the rate of interest would increase the fair 
value of debt by approximately $200 million at December 31, 2012. 


Following is the value at risk for the Corporation’s energy marketing and risk management commodity 
derivatives activities, excluding foreign exchange and interest rate derivatives described above: 


2012 2011 
(In millions) 
ACID CCEMDET Bh osc e hase deka Pas eects Sean dese ace e este ide ee aoe ote ee $7 $ 94 
ANGTASC yc 2 hut Dee Eig BELO eee st Meee eae beeen eee eae 26 geld oe Oe 49 30 
High 3. is baaaaieidai eit alates bear aaa he uneeGhea bites badvead barnes 95 94 
MEOW aod Sire ors cs hess cs tde cha cab ENG see g 8D Socsated eho. th ae ae cate tae a deedte eats ded tet doent, weer 7 8 


The decrease in the value at risk for the Corporation’s energy marketing and risk management commodity 
derivatives activities in 2012 primarily reflects the maturing of Brent crude oil cash flow hedge positions as 
described in Note 20, Risk Management and Trading Activities in the notes to the Consolidated Financial 
Statements. 


38 


Trading Activities 


Trading activities are conducted principally through a trading partnership in which the Corporation has a 
50% voting interest. This consolidated entity intends to generate earnings through various strategies primarily 
using energy commodities, securities and derivatives. The Corporation also takes trading positions for its own 
account. 


Following is the value at risk for the Corporation’s trading activities: 


2012 2011 
(In millions) 
PPPCCEIMDEE SA, ser stetecdties eve eee udte boeysns dae otra azegpre tema binaeate a4 so nate $4 $ 4 
ANELALC hi eS iaie. gto BS bad woo dade see ted Boo meee Soe eedteerooeet 6 11 
IG sec sao one oula es neha WE aad ace Hine Daal BEN Peele SMa a RA ae eas eb RS 7 16 
OW sveedetied tigate $a wie be phe d & webb 6 b4ih due dos POA Gee aes 4 4 


The information that follows represents 100% of the trading partnership and the Corporation’s proprietary 
trading accounts. Derivative trading transactions are marked-to-market and unrealized gains or losses are 
recognized currently in earnings. Gains or losses from sales of physical products are recorded at the time of sale. 
Net realized gains on trading activities amounted to $60 million in 2012 and $44 million in 2011. The following 
table provides an assessment of the factors affecting the changes in fair value of financial instruments and 
derivative commodity contracts used in trading activities: 


2012 2011 

(in millions) 

Fair value of contracts outstanding at January 1.1.1.0... 0. ee eee $ (86) $ 94 
Change in fair value of contracts outstanding at the beginning of the year and 

still outstanding at the end of the year»... eee eee ee 17 (69) 

Reversal of fair value for contracts closed during the year ..................... 70 9 

Fair value of contracts entered into during the year and still outstanding .......... (97) (120) 

Fair value of contracts outstanding at December 31 .......... 0.0.0... 0 eee eee $ (96) $ (86) 


The following table summarizes the sources of net asset (liability) fair values of financial instruments and 
derivative commodity contracts by year of maturity used in the Corporation’s trading activities at December 31, 
2012: 


2016 and 
Total 2013 2014 2015 Beyond 
(In millions) 
Sources of fair value 

Weevelill sc te tits eee eechoaeoaaeencese $ 8 $ 38 $ 4 $ (21) $ (13) 
DEV EMD sessed. 2 Stk fe tein ace Sess ee ep eosneae gai arate (141) (80) (30) (33) 2 
Lé@Vel 3 cccstnidiesdda ei5 booed ds abe eadeS 37 10 — 30 (3) 
OGL i ale) <8 24 he darby deecacte dogs Ge Gated Hh ase BAN $ (96) $ (32) $ (26) $ (24) $ (14) 


The following table summarizes the receivables net of cash margin and letters of credit relating to the 
Corporation’s trading activities and the credit ratings of counterparties at December 31: 


2012 2011 
(In millions) 
Investment grade determined by outside sources .............. 0.0000 e eee eee $ 294 $ 389 
Investment grade determined internally* ............. 0.0.00 e eee eee eee eee 59 304 
Less than investment grade: o.0.... cite soso eee Ee See ee eens 39 89 
Fair value of net receivables outstanding at December 31 ..................... $ 392 782 


* Based on information provided by counterparties and other available sources. 
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Item 8. Financial Statements and Supplementary Data 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
INDEX TO FINANCIAL STATEMENTS AND SCHEDULE 


Page 
Number 
Management’s Report on Internal Control over Financial Reporting .................. 000000000005 41 
Reports of Independent Registered Public Accounting Firm 1.1.2... 0.0... cece eee eee ee 42 
Consolidated Balance Sheet at December 31, 2012 and 2011 1... eee 44 
Statement of Consolidated Income for each of the three years in the period ended December 31, 2012... 45 
Statement of Consolidated Comprehensive Income for each of the three years in the period ended 
December 3 QOD” cis A carcye oh Gace s Sik Sieeked cd aco Ree Wane gb Ge eed GS Soe once awe Shaw od we ee 46 
Statement of Consolidated Cash Flows for each of the three years in the period ended December 31,2012 ... 47 
Statement of Consolidated Equity for each of the three years in the period ended December 31,2012 ... 48 
Notes to Consolidated Financial Statements ....... 0.0.0... eee cece ene 49 
Supplementary Oil and Gas Data... 0... eee e eee e eee 80 
Quarterly Financial Data oi.s oda se ins es sree aad See o de Behe OS PON OPENER MEE CEE E ewes 89 
Schedule* If — Valuation and Qualifying Accounts ........ 0.0... eee cee eee 96 
Financial Statements of HOVENSA L.L.C. as of December 31, 2012 .........0..0.00. 00.0 cece eee 98 


* Schedules other than Schedule II have been omitted because of the absence of the conditions under which they are required or because the 
required information is presented in the financial statements or the notes thereto. 
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Management’s Report on Internal Control over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in Exchange Act Rules 13a-15(f). Under the supervision and with the 
participation of our management, including our principal executive officer and principal financial officer, we 
conducted an evaluation of the effectiveness of our internal control over financial reporting, as required by 
Section 404 of the Sarbanes-Oxley Act, based on the framework in Internal Control — Integrated Framework 
issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation, 
management concluded that our internal control over financial reporting was effective as of December 31, 2012. 


The Corporation’s independent registered public accounting firm, Ernst & Young LLP, has audited the 
effectiveness of the Corporation’s internal control over financial reporting as of December 31, 2012, as stated in 
their report, which is included herein. 


fet ble Ae 6 es 


John P. Rielly John B. Hess 
Senior Vice President and Chairman of the Board and 
Chief Financial Officer Chief Executive Officer 


February 28, 2013 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


We have audited Hess Corporation and consolidated subsidiaries’ (the “Corporation”) internal control over 
financial reporting as of December 31, 2012, based on criteria established in Internal Control — Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO 
criteria). The Corporation’s management is responsible for maintaining effective internal control over financial 
reporting, and for its assessment of the effectiveness of internal control over financial reporting included in the 
accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to 
express an opinion on the Corporation’s internal control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether effective internal control over financial reporting was maintained in all material respects. Our 
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a 
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based 
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We 
believe that our audit provides a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


In our opinion, Hess Corporation and consolidated subsidiaries maintained, in all material respects, effective 
internal control over financial reporting as of December 31, 2012 based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated balance sheet of Hess Corporation and consolidated subsidiaries as of 
December 31, 2012 and 2011, and the related statements of consolidated income, comprehensive income, cash 
flows and equity for each of the three years in the period ended December 31, 2012 of Hess Corporation and 
consolidated subsidiaries, and our report dated February 28, 2013 expressed an unqualified opinion thereon. 


Grn ¥ Lr 


February 28, 2013 
New York, New York 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


We have audited the accompanying consolidated balance sheet of Hess Corporation and consolidated 
subsidiaries (the “Corporation”) as of December 31, 2012 and 2011, and the related statements of consolidated 
income, comprehensive income, cash flows and equity for each of the three years in the period ended 
December 31, 2012. Our audits also included the financial statement schedule listed in the Index at Item 8. These 
financial statements and schedule are the responsibility of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements and schedule based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of Hess Corporation and consolidated subsidiaries at December 31, 2012 and 
2011, and the consolidated results of their operations and their cash flows for each of the three years in the period 
ended December 31, 2012, in conformity with U.S. generally accepted accounting principles. Also, in our 
opinion, the related financial statement schedule, when considered in relation to the consolidated financial 
statements taken as a whole, presents fairly in all material respects, the information set forth therein. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), Hess Corporation’s internal control over financial reporting as of December 31, 2012, based on 
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated February 28, 2013 expressed an unqualified 
opinion thereon. 


Grnet ¥ ae 3 


February 28, 2013 
New York, New York 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 


December 31, 
2012 2011 


(In millions, 
except share amounts) 


ASSETS 
CURRENT ASSETS 
Gashsand:Cash SQuavalemMtse $e sccs% ome less dead avs derusdcdesin seigupstaletpy io lace rds budecbeony normsitectda ia elteusutpivisctonsecbc a $ 642 $ 351 
Accounts receivable 
IAS a. So co ts. dng, bast Gen aad i tein A gue eaten eats eats tights Soe eee igen ats ha 4,057 4,761 
OTST 8 ese tee tec sctevaks hehe a rcisctc hie atny de ne ecbeadectle edd sarteusg poste samitens. etecta Mctaectsua ta hiya es deeds ei ucate acayaatents 281 250 
TRVENLOMIES 2. science deg egned dea ve geez dag nde bead ante Saadeh ware Rd Seed eaten ard g PAE Baa oO 1,259 1,423 
Other Current assets: 23-2 cose pe Sd ake each al eas avec ane te bcd nb) dats ood Sue a eet apc dak apse Be 2,148 1,554 
Total current assets: vc 25.5 eaccenbyacate dé etek ed Back oats CS UN a aa ada beds 8,387 8,339 
INVESTMENTS IN AFFILIATES ... 0.00.0 e nee 443 384 
PROPERTY, PLANT AND EQUIPMENT 
Total = ‘at COSt: 24. s.2d.0.540eh sane digs ae a eae ase ede a ad oo eae SAE eee 45,553 39,710 
Less: Reserves for depreciation, depletion, amortization and lease impairment ............... 16,746 14,998 
Property, plant and equipment — net ....... 0... ee eet 28,807 24,712 
GOODWILL + 2 io tecdese eine dies tas a vere el eeig a ieee sa ee teeta waa taw tags es 2,208 2,305 
DEFERRED INCOME TAXES ........... 0... n nee 3,126 2,941 
OTHER ASSETS. 2.5. s7ichdus 3 ace peat Wale die Qa dunce ane hath GAs Mad pteaceiny shoei e hades 470 455 
TOTAL ASSES © josssp fecignd: synched pte bark soc aathdguanaeatacteayn dog pak lastehuescuanatn) ducpalh eiaadaaverbepabauoudeain tows tego $ 43,441 $ 39,136 
LIABILITIES AND EQUITY 
CURRENT LIABILITIES 
Accounts payable: o...c0 36204 do aee dad Hobe ede tdeseedads OER ees eae $ 2,809 $ 3,712 
MCCrUed MW AbINITICS: 20% jas iaktna vl ctele St WEA ee ara eae ets Bah, Belek GAC aa Geta wap sabaeeudld Saye Sasiets 3,826 3,524 
MARES Pay AD Ss i jchscgie ss iesscbudcdions aialas sre aptedseuin ah sigs iin yeaa Sgt ella ses es glhet ny dutesn tok pied. seadesatevns det i 960 812 
Short-term debt and current maturities of long-term debt ................. 00.0 cece eee 787 52 
Total current hhabilities. 3. 4-.- e002 scd's Hes x ese eg eR Got Se eae dE 44g ab ERE Aree eS 8,382 8,100 
LONG-TERM DEBD 9.5.3 ctauccesta ie Gade eee Hewes che ao eediel ots Mae aaa ade 7,324 6,005 
DEFERRED INCOME TAXES ......... 0.0... e nena 2,662 2,843 
ASSET RETIREMENT OBLIGATIONS ..........0..0 00.00. 2,212 1,844 
OTHER LIABILITIES AND DEFERRED CREDITS ....................00 00000200 1,658 1,752 
Total Wabilities:, ype ead este Sue ha deat actdina teed See, bo hah tee ng tee hina Rea Was 22,238 20,544 
EQUITY 
Hess Corporation Stockholders’ Equity 
Common stock, par value $1.00 
Authorized — 600,000,000 shares 
Issued: 2012 — 341,527,617 shares; 2011 — 339,975,610 shares ...............0000. 342 340 
Capital inexcess:of par Valles s..éicid. 61.8.8 aceite ade eedte wd Saeeare ee AS Ske Be aca 3,524 3,417 
IREtAINE Gs CALMING 5 ooh. eseoe: sic atelnlaces giitads dubsinit eeln fbain 8 nec dogunhuausse.iap dient avavazelordnmull anduspends euguayaEties 17,717 15,826 
Accumulated other comprehensive income (loss) ......... 00: c cece eee ene eens (493) (1,067) 
Total Hess Corporation stockholders’ equity ... 00.0... eee eee eee 21,090 18,516 
Noncontrollins IMterests:..») 0. cane asa <doscddes weet a dbl aed nee a aud doh manos Raced 113 76 
Totahequity s2¢s acid ehthee ie sae an iweho hh poh Gate COG ene eva td aes 21,203 18,592 
TOTAL LIABILITIES AND EQUITY ........... 0002s $ 43,441 $ 39,136 


The consolidated financial statements reflect the successful efforts method of accounting for oil and gas 
exploration and production activities. 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED INCOME 


Years Ended December 31, 


2012 


2011 


(In millions, 
except per share amounts) 


REVENUES AND NON-OPERATING INCOME 


2010 


Sales (excluding excise taxes) and other operating revenues ............ $ 37,691 $ 38,466 $ 33,862 
Loss from equity investment in HOVENSA L.L.C. ...............000. — (1,073) (522) 
Gains onasset sales: cn oi5.0 She db ade bbb he SORE eRe oe eee ees 584 446 1,208 
OUMMer Neb 265 554.3206 tek A eek oe bs Oe GA ad Eten ee Ba AS a ees 98 32 65 
Total revenues and non-operating income .............. 02 eee eee eee 38,373 37,871 34,613 
COSTS AND EXPENSES 
Cost of products sold (excluding items shown separately below) ......... 24,917 26,774 23,407 
Production: expenses sy . viv vesae eee sce ia ei eae ies eee ees 2,752 2,352 1,924 
Marketing: expenses: ric dare sce yok ieeecdi ate.erscpane: a avigrantce gop aedeasa pcaleaceepuateceacs 1,057 1,069 1,021 
Exploration expenses, including dry holes and lease impairment ......... 1,070 1,195 865 
Other operating expenses ose c ce eda ge eee ad eee ee lee a ges 166 171 213 
General and administrative expenses ........... 0.0.0.0. c eee ee eee eee 707 702 662 
INtEFESt EXPENSE: «p25 leiciacd.ciec dea huhadn da wdretec ie slediind. aap waaetne ane eke 419 383 361 
Depreciation, depletion and amortization ............ 00.20 e eee ee eee 2,949 2,406 2,317 
ASSet UMPaITMENtS® os. 5.dd sas) oie Gay dodge Ga. bane pod eacendgebcaeirs dad nG BlaCe Re ee ah 598 358 532 
Total costs and expenseS ......... 0 eee eee eee nen eee 34,635 35,410 31,302 
INCOME BEFORE INCOME TAXES ....................0.020 005: 3,738 2,461 3,311 
Provision for income taxeS ... 2... 0... eee 1,675 785 1,173 
NET INCOME: -6:3.54.5 2083555. 0t Bo Nah eka eee Ou EAS a iron dS $ 2,063 $ 1,676 $ 2,138 
Less: Net income (loss) attributable to noncontrolling interests .......... 38 (27) 13 
NET INCOME ATTRIBUTABLE TO HESS CORPORATION ........ $ 2,025 $ 1,703 $ 2,125 
BASIC NET INCOME PER SHARE ......................000 2000s $ 5.98 $ 505 $ 6.52 
DILUTED NET INCOME PER SHARE .........................4-. $ 5.95 $ 501 $ 6.47 
WEIGHTED AVERAGE NUMBER OF ...................0.0-0005: 
COMMON SHARES OUTSTANDING (DILUTED) ................ 340.3 339.9 328.3 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 


Years Ended December 31, 
2012 2011 2010 
(In millions) 
NET INGOME:, 3565.3. sesiard alec atc dota end ated Bebe Gasca ian mance 4 GRle dae Gaara ae a $ 2,063 $ 1,676 $ 2,138 
OTHER COMPREHENSIVE INCOME (LOSS): 
Derivatives designated as cash flow hedges 
Effect of hedge losses reclassified to income ...................005. 676 690 1,060 
Income taxes on effect of hedge losses reclassified to income .......... (252) (258) (404) 
Net effect of hedge losses reclassified toincome ................4. 424 432 656 
Change in fair value of cash flow hedges ........... 0.0.0.0 ce eee eee (156) 4 (326) 
Income taxes on change in fair value of cash flow hedges ............. 60 (2) 128 
Net change in fair value of cash flow hedges ..............-....-55 (96) 2 (198) 
Change in cash flow hedges, after-tax .............. 00.000 e eee eee 328 434 458 
Pension and other postretirement plans 
Change in plan liabilities ..s0:2.. ace h tee ea Re ok eas a ee ee eee ines (15) (391) 27 
Income taxes on change in plan liabilities ......................0004. 7 145 1 
Change in plan liabilities, after-tax ................. 00.00.0200 ee (8) (246) 28 
Foreign currency translation adjustment and other .................. 256 (94) 31 
TOTAL OTHER COMPREHENSIVE INCOME (LOSS) .............. 576 94 517 
COMPREHENSIVE INCOME .................0 000 c cece eens 2,639 1,770 2,655 
Less: Comprehensive income (loss) attributable to noncontrolling interests ..... 40 (25) 14 
COMPREHENSIVE INCOME ATTRIBUTABLE TO 
HESS CORPORATION .......... 0... cece cece ete teen ene ene eennes $ 2,599 $ 1,795 $ 2,641 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED CASH FLOWS 


Years Ended December 31, 


2012 2011 2010 
(In millions) 
CASH FLOWS FROM OPERATING ACTIVITIES 
NOt INCOME: s.5 ashi ea etter ed Se nd ad dase a tyate Whee eben de dd eheete $ 2,063 $1,676 $ 2,138 
Adjustments to reconcile net income to net cash provided by operating activities 
Depreciation, depletion and amortization .............. 0.00.00. eee eee 2,949 2,406 2,317 
Loss from equity investment in HOVENSA L.L.C. 1.0... 2... —_— 1,073 522 
ASSetIMPaIMENts, oes eee eee eae aden nee ea es 598 358 532 
Exploratory dry Wole COStS ins. asses ssaceca ese ees apo Ba cesy anaes Be eraeeeeaehues 377 438 237 
Lease Mpairment s.. .G. cae a he awed Ged Ghee eae aah 223 301 266 
Stock compensation expense ...... 0.0.0... eee eects 99 104 112 
Grains: On asset: Sales) s:4.s¢icts. ok het) dade lh Hh dee 6 Raw hoe does (584) (446) (1,208) 
Provision (benefit) for deferred income taxes ........... 0.000 e cece eee (459) (623) (495) 
Changes in operating assets and liabilities: 
(Increase) decrease in accounts receivable ..............0 000 cee eee 634 (243) (760) 
(Increase) decrease in inventorieS ....... 20.0... cece eens 168 4 (16) 
Increase (decrease) in accounts payable and accrued liabilities .......... (30) 544 1,141 
Increase (decrease) in taxes payable ........... 0.00... cee eee eee 28 46 95 
Changes in other assets and liabilities .......... 0.0.0.0 ee ee eee eee ee (406) (654) (351) 
Net cash provided by operating activities ................ 00.00.00, 5,660 4,984 4,530 
CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures: «066.4. s0d4,85284 dA eae oe eS oe Pe aatde eeech (7,795) (7,006) (5,492) 
Proceeds from asset sales. 2. cave adios Hae SS eee ee peels HN eS 843 490 183 
Other, Net. 2..4ce86 8s sei ea eee bases Oe Sinead eee es (99) (50) 50 
Net cash used in investing activities ....... 0.0... ee eee eee eee (7,051) (6,566) (5,259) 
CASH FLOWS FROM FINANCING ACTIVITIES 
Net borrowings of debt with maturities of 90 days orless .................. 1,648 100 —_— 
Debt with maturities of greater than 90 days 
BOmoWiN 8S 4.5 onscreen be EO Ma eee eee ed bas 630 422 1,278 
IREPAYMENS: chee asa ccceceusnacd teeta cates a eteas eons ante eae dis eee teu aaeeee Rida @ig necks (433) (100) (180) 
Cash dividends paid) scs4.6 8548 b54 Mie eet d se dewwedetd sabe epee eons (171) (136) (131) 
Noncontrolling mterests; Met: asa )aneceos. is) ceed Gabcecd aapiasenivasip shasta lava eta gcavaadcerade nace (3) (49) (46) 
Employee stock options exercised, including income tax benefits ............ 11 88 54 
Net cash provided by financing activities ................ 00.00.00, 1,682 325 975 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS .... 291) (1,257) 246 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR .......... 351 1,608 1,362 
CASH AND CASH EQUIVALENTS AT END OF YEAR ................. $ 642 $ 351 $ 1,608 


See accompanying notes to consolidated financial statements. 


47 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF CONSOLIDATED EQUITY 


(OSS); Sinssauster sind, ayintipn & sm honors 


Comprehensive income (loss) ... 


Common stock issued for 


acquisition ...............-. 


Activity related to restricted 


common stock awards, net .... 


Employee stock options, 


including income tax benefits .. . 
Cash dividends declared ........ 
Noncontrolling interests, net ..... 


Balance at December 31, 2010 .... 


(MOSS) 235 50h 3 on 28 & Sy aw eee 


Comprehensive income (loss) ... 


Activity related to restricted 


common stock awards, net .... 


Employee stock options, 


including income tax benefits .. . 
Cash dividends declared ........ 
Noncontrolling interests, net ..... 


Balance at December 31,2011 .... 


(loss) 2... eee eee 


Comprehensive income (loss) ... 


Activity related to restricted 


common stock awards, net .... 


Employee stock options, 


including income tax benefits .. . 
Performance share units ........ 
Cash dividends declared ........ 
Noncontrolling interests, net ..... 


Balance at December 31, 2012 .... 


Accumulated 


Capital in Other Total Hess 
Common Excess of Retained Comprehensive Stockholders’ Noncontrolling Total 
Stock Par Earnings Income (Loss) Equity Interests Equity 
(In millions) 

$327 $2,481 $12,251 $1,675) $13,384 $144 $13,528 

2,125 2,125 13. 2,138 

516 516 1 517 

2,641 142,655 

9 639 — — 648 —_— 648 

1 59 — _— 60 — 60 

1 105 — _— 106 —_— 106 
— — (132) = (132) — (132) 
— (28) 10 — (18) (38) (56) 

338 93,256 = 14,254 (1,159) 16,689 120 16,809 

1,703 1,703 (27) 1,676 

92 92 2 94 

1,795 (25) 1,770 

1 52 —_ —_— 53 — a3 

1 138 — _— 139 —_— 139 
— — (136) —_— (136) —_ (136) 
—_— (29) 5 — (24) (19) (43) 

340 3,417 15,826 (1,067) 18,516 76 18,592 

2,025 2,025 38 = 2,063 

574 574 2 576 

2,599 40 2,639 

2 55 _— — 57 — 57 

— 44 — — 44 — 44 

— 8 _ _ 8 _ 8 
_ — (136) = (136) — (136) 
= = 2 = 2 (3) (1) 

$342 $3,524 $17,717 $ (493) $21,090 $113 $21,203 


See accompanying notes to consolidated financial statements. 


48 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Summary of Significant Accounting Policies 


Nature of Business: Hess Corporation and its subsidiaries (the Corporation or Hess) operate in two 
segments, Exploration and Production (E&P) and Marketing and Refining (M&R). The E&P segment explores 
for, develops, produces, purchases, transports and sells crude oil and natural gas. The M&R segment purchases, 
markets and trades refined petroleum products, natural gas and electricity. The Corporation also operates 
terminals and retail gasoline stations, most of which include convenience stores, that are located on the East 
Coast of the United States. Through February 2013, the Corporation also manufactured refined petroleum 
products. In January 2013, the Corporation announced its decision to cease refining operations at its Port Reading 
facility in February and pursue the sale of its terminal network. In January 2012, HOVENSA L.L.C. 
(HOVENSA), a 50% owned joint venture in the U.S. Virgin Islands, shut down its refinery. HOVENSA plans to 
operate the complex as an oil storage terminal while the Corporation and its joint venture partner pursue a sale of 
HOVENSA. 


The Corporation has made significant progress in its transformation from an integrated oil and gas company 
to a predominantly E&P company following the shutdown of the HOVENSA joint venture refinery and its 
decision to cease refining operations at its Port Reading facility and pursue the sale of its terminal network. The 
Corporation has also shifted its E&P growth strategy from one based primarily on high impact exploration to one 
based on a combination of the development of unconventional resources, exploitation of existing discoveries and 
a smaller, more focused exploratory program. 


Principles of Consolidation and Basis of Presentation: The consolidated financial statements include the 
accounts of Hess Corporation and entities in which the Corporation owns more than a 50% voting interest or 
entities that the Corporation controls. The Corporation consolidates the trading partnership in which it owns a 
50% voting interest and over which it exercises control. The Corporation’s undivided interests in unincorporated 
oil and gas exploration and production ventures are proportionately consolidated. Investments in affiliated 
companies, 20% to 50% owned and where the Corporation has the ability to influence the operating or financial 
decisions of the affiliate, are accounted for using the equity method. 


Certain information in the financial statements and notes has been reclassified to conform to the current 
period presentation. In the preparation of these financial statements, the Corporation has evaluated subsequent 
events through the date of issuance. 


Estimates and Assumptions: \n preparing financial statements in conformity with U.S. generally accepted 
accounting principles (GAAP), management makes estimates and assumptions that affect the reported amounts 
of assets and liabilities in the Consolidated Balance Sheet and revenues and expenses in the Statement of 
Consolidated Income. Actual results could differ from those estimates. Among the estimates made by 
management are oil and gas reserves, asset valuations, depreciable lives, pension liabilities, legal and 
environmental obligations, asset retirement obligations and income taxes. 


Revenue Recognition: The Corporation recognizes revenues from the sale of crude oil, natural gas, 
refined petroleum products and other merchandise when title passes to the customer. Sales are reported net of 
excise and similar taxes in the Statement of Consolidated Income. The Corporation recognizes revenues from the 
production of natural gas properties based on sales to customers. Differences between E&P natural gas volumes 
sold and the Corporation’s share of natural gas production are not material. Revenues from natural gas and 
electricity sales by the Corporation’s marketing operations are recognized based on meter readings and estimated 
deliveries to customers since the last meter reading. 


In its E&P activities, the Corporation engages in crude oil purchase and sale transactions with the same 
counterparty that are entered into in contemplation of one another for the primary purpose of changing location 
or quality. Similarly, in its marketing activities, the Corporation enters into refined petroleum product purchase 
and sale transactions with the same counterparty. These arrangements are reported net in Sales and other 
operating revenues in the Statement of Consolidated Income. 


Exploration and Development Costs: E&P activities are accounted for using the successful efforts 
method. Costs of acquiring unproved and proved oil and gas leasehold acreage, including lease bonuses, brokers’ 
fees and other related costs, are capitalized. Annual lease rentals, exploration expenses and exploratory dry hole 
costs are expensed as incurred. Costs of drilling and equipping productive wells, including development dry 
holes, and related production facilities are capitalized. In production operations, costs of injected CO, for tertiary 
recovery are expensed as incurred. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of 
whether proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is 
completed if (1) the well has found a sufficient quantity of reserves to justify completion as a producing well and 
(2) sufficient progress is being made in assessing the reserves and the economic and operational viability of the 
project. If either of those criteria is not met, or if there is substantial doubt about the economic or operational 
viability of a project, the capitalized well costs are charged to expense. Indicators of sufficient progress in 
assessing reserves and the economic and operating viability of a project include commitment of project 
personnel, active negotiations for sales contracts with customers, negotiations with governments, operators and 
contractors, firm plans for additional drilling and other factors. 


Depreciation, Depletion and Amortization: The Corporation records depletion expense for acquisition costs 
of proved properties using the units of production method over proved oil and gas reserves. Depreciation and 
depletion expense for oil and gas production equipment and wells is calculated using the units of production method 
over proved developed oil and gas reserves. Provisions for impairment of undeveloped oil and gas leases are based 
on periodic evaluations and other factors. Depreciation of all other plant and equipment is determined on the 
straight-line method based on estimated useful lives. Retail gas stations and equipment related to a leased property, 
are depreciated over the estimated useful lives not to exceed the remaining lease period. The Corporation records 
the cost of acquired customers in its energy marketing activities as intangible assets and amortizes these costs on the 
straight-line method over the expected renewal period based on historical experience. 


Capitalized Interest: Interest from external borrowings is capitalized on material projects using the 
weighted average cost of outstanding borrowings until the project is substantially complete and ready for its 
intended use, which for oil and gas assets is at first production from the field. Capitalized interest is depreciated 
over the useful lives of the assets in the same manner as the depreciation of the underlying assets. 


Impairment of Long-lived Assets: The Corporation reviews long-lived assets for impairment whenever 
events or changes in circumstances indicate that the carrying amounts may not be recovered. If the carrying 
amounts are not expected to be recovered by undiscounted future cash flows, the assets are impaired and an 
impairment loss is recorded. The amount of impairment is based on the estimated fair value of the assets 
generally determined by discounting anticipated future net cash flows, an income valuation approach, or by a 
market-based valuation approach, which are Level 3 fair value measurements. In the case of oil and gas fields, 
the net present value of future cash flows is based on management’s best estimate of future prices, which is 
determined with reference to recent historical prices and published forward prices, applied to projected 
production volumes and discounted at a risk-adjusted rate. The projected production volumes represent reserves, 
including probable reserves, expected to be produced based on a stipulated amount of capital expenditures. The 
production volumes, prices and timing of production are consistent with internal projections and other externally 
reported information. Oil and gas prices used for determining asset impairments will generally differ from the 
average prices used in the standardized measure of discounted future net cash flows. 


Impairment of Equity Investees: The Corporation reviews equity method investments for impairment 
whenever events or changes in circumstances indicate that an other than temporary decline in value may have 
occurred. The fair value measurement used in the impairment assessment is based on quoted market prices, 
where available, or other valuation techniques, including discounted cash flows. 


Impairment of Goodwill: Goodwill is tested for impairment annually in the fourth quarter or when events 
or changes in circumstances indicate that the carrying amount of the goodwill may not be recoverable. This 
impairment test is calculated at the reporting unit level, which for the Corporation’s goodwill is the E&P 
operating segment. The Corporation identifies potential impairments by comparing the fair value of the reporting 
unit to its book value, including goodwill. If the fair value of the reporting unit exceeds the carrying amount, 
goodwill is not impaired. If the carrying value exceeds the fair value, the Corporation calculates the possible 
impairment loss by comparing the implied fair value of goodwill with the carrying amount. If the implied fair 
value of goodwill is less than the carrying amount, an impairment would be recorded. 


Cash and Cash Equivalents: Cash equivalents consist of highly liquid investments, which are readily 
convertible into cash and have maturities of three months or less when acquired. 


Inventories: Inventories are valued at the lower of cost or market. For refined petroleum product 
inventories valued at cost, the Corporation uses principally the last-in, first-out (LIFO) inventory method. For the 
remaining inventories, cost is generally determined using average actual costs. 
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Income Taxes: Deferred income taxes are determined using the liability method. The Corporation 
regularly assesses the realizability of deferred tax assets, based on estimates of future taxable income, the 
availability of tax planning strategies, the existence of appreciated assets, the available carryforward periods for 
net operating losses and other factors. If it is more likely than not that some or all of the deferred tax assets will 
not be realized, a valuation allowance is recorded to reduce the deferred tax assets to the amount expected to be 
realized. In addition, the Corporation recognizes the financial statement effect of a tax position only when 
management believes that it is more likely than not, that based on the technical merits, the position will be 
sustained upon examination. Additionally, the Corporation has income taxes which have been deferred on 
intercompany transactions eliminated in consolidation related to transfers of property, plant and equipment 
remaining within the consolidated group. The amortization of these income taxes deferred on intercompany 
transactions will occur ratably with the recovery through depletion and depreciation of the carrying value of these 
assets. The Corporation does not provide for deferred U.S. income taxes for that portion of undistributed earnings 
of foreign subsidiaries that are indefinitely reinvested in foreign operations. The Corporation classifies interest 
and penalties associated with uncertain tax positions as income tax expense. 


Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle long- 
lived assets and to restore land or seabed at certain exploration and production locations. The Corporation 
recognizes a liability for the fair value of legally required asset retirement obligations associated with long-lived 
assets in the period in which the retirement obligations are incurred. In addition, the fair value of any legally 
required conditional asset retirement obligations is recorded if the liability can be reasonably estimated. The 
Corporation capitalizes the associated asset retirement costs as part of the carrying amount of the long-lived assets. 


Retirement Plans: The Corporation recognizes the funded status of defined benefit postretirement plans in 
the Consolidated Balance Sheet. The funded status is measured as the difference between the fair value of plan 
assets and the projected benefit obligation. The Corporation recognizes the net changes in the funded status of 
these plans in the year in which such changes occur. Prior service costs and actuarial gains and losses in excess of 
10% of the greater of the benefit obligation or the market value of assets are amortized over the average 
remaining service period of active employees. 


Derivatives: The Corporation utilizes derivative instruments for both risk management and _ trading 
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, individually 
or in combination, to mitigate its exposure to fluctuations in prices of crude oil, natural gas, refined petroleum 
products and electricity, as well as changes in interest and foreign currency exchange rates. In trading activities, 
the Corporation, principally through a consolidated partnership, trades energy-related commodities and 
derivatives, including futures, forwards, options and swaps based on expectations of future market conditions. 


All derivative instruments are recorded at fair value in the Corporation’s Consolidated Balance Sheet. The 
Corporation’s policy for recognizing the changes in fair value of derivatives varies based on the designation of 
the derivative. The changes in fair value of derivatives that are not designated as hedges are recognized currently 
in earnings. Derivatives may be designated as hedges of expected future cash flows or forecasted transactions 
(cash flow hedges) or hedges of firm commitments (fair value hedges). The effective portion of changes in fair 
value of derivatives that are designated as cash flow hedges is recorded as a component of other comprehensive 
income (loss) while the ineffective portion of the changes in fair value is recorded currently in earnings. Amounts 
included in Accumulated other comprehensive income (loss) for cash flow hedges are reclassified into earnings 
in the same period that the hedged item is recognized in earnings. Changes in fair value of derivatives designated 
as fair value hedges are recognized currently in earnings. The change in fair value of the related hedged 
commitment is recorded as an adjustment to its carrying amount and recognized currently in earnings. 


Fair Value Measurements: The Corporation’s derivative instruments are recorded at fair value, with 
changes in fair value recognized in earnings or other comprehensive income each period as appropriate. The 
Corporation uses various valuation approaches in determining fair value, including the market and income 
approaches. The Corporation’s fair value measurements also include non-performance risk and time value of 
money considerations. Counterparty credit is considered for receivable balances, and the Corporation’s credit is 
considered for accrued liabilities. 


The Corporation also records certain nonfinancial assets and liabilities at fair value when required by 
GAAP. These fair value measurements are recorded in connection with business combinations, qualifying 
nonmonetary exchanges, the initial recognition of asset retirement obligations and any impairment of long-lived 
assets, equity method investments or goodwill. 


The Corporation determines fair value in accordance with the fair value measurements accounting standard 
which established a hierarchy for the inputs used to measure fair value based on the source of the inputs, which 
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generally range from quoted prices for identical instruments in a principal trading market (Level 1) to estimates 
determined using related market data (Level 3). Measurements derived indirectly from observable inputs or from 
quoted prices from markets that are less liquid are considered Level 2. 

When Level | inputs are available within a particular market, those inputs are selected for determination of fair 
value over Level 2 or 3 inputs in the same market. To value derivatives that are characterized as Level 2 and 3, the 
Corporation uses observable inputs for similar instruments that are available from exchanges, pricing services or 
broker quotes. These observable inputs may be supplemented with other methods, including internal extrapolation 
or interpolation, that result in the most representative prices for instruments with similar characteristics. Multiple 
inputs may be used to measure fair value, however, the level of fair value for each physical derivative and financial 
asset or liability is based on the lowest significant input level within this fair value hierarchy. 


Details on the methods and assumptions used to determine the fair values are as follows: 


Fair value measurements based on Level 1 inputs: Measurements that are most observable are 
based on quoted prices of identical instruments obtained from the principal markets in which they are traded. 
Closing prices are both readily available and representative of fair value. Market transactions occur with 
sufficient frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange 
traded futures and options are considered Level 1. 


Fair value measurements based on Level 2 inputs: Measurements derived indirectly from 
observable inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements 
based on Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded 
curve, but have contractual terms that are not identical to exchange traded contracts. The Corporation utilizes fair 
value measurements based on Level 2 inputs for certain forwards, swaps and options. 


Fair value measurements based on Level 3 inputs: Measurements that are least observable are 
estimated from related market data, determined from sources with little or no market activity for comparable 
contracts or are positions with longer durations. For example, in its energy marketing business, the Corporation 
enters into contracts to sell natural gas and electricity to customers and offsets the price exposure by purchasing 
forward contracts. The fair value of these sales and purchases may be based on specific prices at less liquid 
delivered locations, which are classified as Level 3. There may be offsets to these positions that are priced based 
on more liquid markets, which are, therefore, classified as Level | or Level 2. Fair values determined using 
discounted cash flows and other unobservable data are also classified as Level 3. 


Share-based Compensation: The fair value of all share-based compensation is recognized as expense on a 
straight-line basis over the full vesting period of the awards. 


Foreign Currency Translation: The U.S. Dollar is the functional currency (primary currency in which 
business is conducted) for most foreign operations. Adjustments resulting from translating monetary assets and 
liabilities that are denominated in a non-functional currency into the functional currency are recorded in Other, 
net in the Statement of Consolidated Income. For operations that do not use the U.S. Dollar as the functional 
currency, adjustments resulting from translating foreign currency assets and liabilities into U.S. Dollars are 
recorded in a separate component of equity titled Accumulated other comprehensive income (loss). 


Maintenance and Repairs: Maintenance and repairs are expensed as incurred, including costs of refinery 
turnarounds. Capital improvements are recorded as additions in Property, plant and equipment. 


Environmental Expenditures: The Corporation accrues and expenses environmental costs to remediate 
existing conditions related to past operations when the future costs are probable and reasonably estimable. The 
Corporation capitalizes environmental expenditures that increase the life or efficiency of property or reduce or 
prevent future adverse impacts to the environment. 

Changes in Accounting Policies: Effective January 1, 2012, the Corporation adopted the provisions of 
Financial Accounting Standards Board (FASB) Accounting Standards Update (ASU) 2011-05, Comprehensive 
Income (Topic 220): Presentation of Comprehensive Income, which requires comprehensive income to be 
presented either at the end of the income statement or as a separate statement immediately following the income 
statement. The Corporation elected to adopt the separate statement method. 
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Effective January 1, 2012, the Corporation adopted FASB ASU 2011-04, Fair Value Measurement (Topic 
820): Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP 
and IFRS. For the Corporation, this standard requires additional disclosures related to fair value measurements, 
which are included in Note 20, Risk Management and Trading Activities. 


2. Dispositions 

2012: In October 2012, the Corporation completed the sale of its interests in the Bittern Field (Hess 28%) 
in the United Kingdom North Sea and the associated Triton floating production, storage and offloading vessel for 
cash proceeds of $187 million. The transaction resulted in an after-tax gain of $172 million, after deducting the 
net book value of assets including allocated goodwill of $12 million. 


In September 2012, the Corporation completed the sale of its interests in the Schiehallion Field (Hess 16%) 
in the United Kingdom North Sea, its share of the associated floating production, storage and offloading vessel, 
and the West of Shetland pipeline system for cash proceeds of $524 million. The transaction resulted in a pre-tax 
gain of $376 million ($349 million after income taxes), after deducting the net book value of assets including 
allocated goodwill of $27 million. 


In January 2012, the Corporation completed the sale of its interest in the Snohvit Field (Snohvit) (Hess 3%), a 
liquefied natural gas project, offshore Norway, for cash proceeds of $132 million. The transaction resulted in an after- 
tax gain of $36 million, after deducting the net book value of assets including allocated goodwill of $14 million. 


See also Note 6, Property, Plant and Equipment in the notes to the Consolidated Financial Statements for a 
description of the assets held for sale at December 31, 2012. 


2011: In February 2011, the Corporation completed the sale of its interests in certain natural gas 
producing assets in the United Kingdom North Sea for cash proceeds of $359 million. These disposals resulted in 
pre-tax gains totaling $343 million ($310 million after income taxes). The total combined net book value of the 
assets prior to the sale was $16 million, including allocated goodwill of $14 million. 


In August 2011, the Corporation completed the sale of its interests in the Snorre Field (Hess 1%), offshore 
Norway and the Cook Field (Hess 28%) in the United Kingdom North Sea for cash proceeds of $131 million. 
These disposals resulted in after-tax gains totaling $103 million. The total combined net book value of the 
disposed assets prior to the sale was $28 million, including allocated goodwill of $11 million. 


2010: In January 2010, the Corporation completed the sale of its interest in the Jambi Merang natural gas 
development project in Indonesia (Hess 25%) for cash proceeds of $183 million. The transaction resulted in an 
after-tax gain of $58 million, after deducting the net book value of assets including goodwill of $7 million. 

3. Acquisitions 

2011: In the third quarter of 2011, the Corporation entered into agreements to acquire approximately 
85,000 net acres in the Utica Shale play in Ohio for approximately $750 million, principally through the 
acquisition of Marquette Exploration, LLC (Marquette). This acquisition strengthened the Corporation’s 
portfolio of unconventional assets. The acquisition of Marquette was accounted for as a business combination 
and the assets acquired and the liabilities assumed were recorded at fair value. The fair value measurements of 
the oil and gas assets were based, in part, on significant inputs not observable in the market and thus represent a 
Level 3 measurement. The majority of the purchase price was assigned to unproved properties and the remainder 
to producing wells and working capital. 


In October 2011, the Corporation completed the acquisition of a 50% undivided interest in CONSOL Energy 
Inc.’s (CONSOL) approximately 200,000 acres, in the Utica Shale play in Ohio, for $59 million in cash at closing 
and the agreement to fund 50% of CONSOL’s share of the drilling costs up to $534 million within a 5-year period. 
This transaction was accounted for as an asset acquisition. On January 31, 2013, CONSOL announced that there are 
chain of title issues with respect to approximately 36,000 acres, most of which likely cannot be cured, and that the 
value of the Corporation’s carry obligation associated with these acres will reduce by approximately $146 million. 
The reduction in carry and the validation of title on other acreage is being separately analyzed by the Corporation 
and will not be finally determined until the title verification process is completed. 
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2010: In December, the Corporation acquired approximately 167,000 net acres in the Bakken oil shale 
play (Bakken) in North Dakota from TRZ Energy, LLC for $1,075 million in cash. In December, the Corporation 
also completed the acquisition of American Oil & Gas Inc. (American Oil & Gas) for approximately 
$675 million through the issuance of approximately 8.6 million shares of the Corporation’s common stock, 
which increased the Corporation’s acreage position in the Bakken by approximately 85,000 net acres. The 
properties acquired were located near the Corporation’s existing acreage. These acquisitions strengthened the 
Corporation’s acreage position in the Bakken, leveraged existing capabilities and infrastructure and are expected 
to contribute to future reserve and production growth. Both of these transactions were accounted for as business 
combinations and the majority of the fair value of the assets acquired was assigned to unproved properties. The 
total goodwill recorded on these transactions was $332 million after final post-closing adjustments. 

In September, the Corporation completed the exchange of its interests in Gabon and the Clair Field in the 
United Kingdom for additional interests of 28% and 25%, respectively, in the Valhall and Hod fields offshore 
Norway. This non-monetary exchange was accounted for as a business combination. The transaction resulted in a 
pre-tax gain of $1,150 million ($1,072 million after income taxes). The total combined carrying amount of the 
disposed assets prior to the exchange was $702 million, including goodwill of $65 million. The Corporation also 
acquired, from a different third party, additional interests of 8% and 13% in the Valhall and Hod fields, 
respectively, for $507 million in cash. This acquisition was accounted for as a business combination. As a result 
of both of these transactions, the Corporation’s total interests in the Valhall and Hod fields are 64% and 63%, 
respectively. The primary reason for these transactions was to acquire long-lived crude oil reserves and future 
production growth. 

For all the 2010 acquisitions and the exchange described above, the assets acquired and liabilities assumed 
were recorded at fair value. The estimated fair value for property, plant and equipment acquired in these 
transactions was based primarily on an income approach (Level 3 fair value measurement). 


4. Inventories 
Inventories at December 31 were as follows: 


2012 2011 
(In millions) 
Crude oil and other charge stocks ......... 0.0.00. c eee eee eee $ 493 $ 451 
Refined petroleum products and natural gas ..... 0... 2. ee eee 1,362 1,762 
ess? LIFO adjustment..':4263-c4.0 a6 ¥en dh ded ad denny eta sales beens sae ks (1,123) (1,276) 
732 937 
Merchandise, materials and supplies ........... 0.0.0... c eee eee eee eee 527 486 
Total MM VEMtOTeS? cits. dss. c.9. 00h HAS ae’, eh Hak thee dat weds bene OES $1,259 = $ 1,423 


The percentage of LIFO inventory to total crude oil, refined petroleum products and natural gas inventories 
was 71% and 72% at December 31, 2012 and 2011, respectively. During 2012 the Corporation reduced LIFO 
inventories, which are carried at lower costs than current inventory costs. The effect of the LIFO inventory 
liquidations was to decrease Cost of products sold by approximately $165 million in 2012 ($104 million after 
income taxes). 


5. HOVENSA L.L.C. Joint Venture 

The Corporation has a 50% interest in HOVENSA, a joint venture with a subsidiary of Petroleos de 
Venezuela, S.A. (PDVSA), which owns a refinery in St. Croix, U.S. Virgin Islands. In January 2012, HOVENSA 
shut down its refinery as a result of continued substantial operating losses due to global economic conditions and 
competitive disadvantages versus other refiners, despite efforts to improve operating performance by reducing 
refining capacity to 350,000 from 500,000 barrels per day in the first half of 2011. During 2012 and continuing 
into 2013, HOVENSA and the Government of the Virgin Islands engaged in discussions pertaining to 
HOVENSA’s plan to run the facility as an oil storage terminal while the Corporation and its joint venture partner 
pursue a sale of HOVENSA. 
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As a result of continued substantial operating losses and unsuccessful efforts to improve operating 
performance by reducing refining capacity, HOVENSA prepared an impairment analysis as of December 31, 
2011, which concluded that undiscounted future cash flows would not recover the carrying value of its long-lived 
assets, and recorded an impairment charge and other charges related to the decision to shut down the refinery. 
For 2011, the Corporation recorded a total of $1,073 million of losses from its equity investment in HOVENSA. 
These pre-tax losses included $875 million ($525 million after income taxes) due to the impairment recorded by 
HOVENSA and other charges associated with its decision to shut down the refinery. The Corporation’s share of 
the impairment related losses recorded by HOVENSA represented an amount equivalent to the Corporation’s 
financial support to HOVENSA at December 31, 2011, its planned future funding commitments for costs related 
to the refinery shutdown, and a charge of $135 million for the write-off of related assets held by the subsidiary 
which owns the Corporation’s investment in HOVENSA. A deferred income tax benefit of $350 million, 
consisting primarily of U.S. income taxes, was recorded on the Corporation’s share of HOVENSA’s impairment 
and refinery shutdown related charges. At December 31, 2011, the Corporation had a liability of $487 million for 
its planned funding commitments, which was fully funded in 2012. 


In December 2010, the Corporation recorded an impairment charge of $300 million before income taxes 
($289 million after income taxes) to reduce the carrying value of its equity investment in HOVENSA to its fair 
value. The investment had been adversely affected by consecutive annual operating losses and a fourth quarter 
2010 debt rating downgrade. The Corporation performed an impairment analysis and concluded that its 
investment had experienced an other than temporary decline in value. The fair value was determined based on an 
income approach using estimated refined petroleum product selling prices and volumes, related costs of product 
sold, capital and operating expenditures and a market based discount rate (a Level 3 fair value measurement). 


The Corporation’s investment in HOVENSA is accounted for using the equity method. In accordance with 
Rule 3-09 of Regulation S-X, the Corporation has filed financial statements for HOVENSA in this report on 
Form 10-K. 

6. Property, Plant and Equipment 

Property, plant and equipment at December 31 were as follows: 

2012 2011 


(In millions) 


Exploration and Production 


Unproved properties’ . ese ened cice Saad adel pala SRS ES Ae aoe eves ge awe we $ 3,558 $ 4,064 
Proved! properties «3.2: nef pete mecas eit etree bias Soha eadee ond doeeds 4,072 3,975 
Wells, equipment and related facilities ................ 00... eee 35,385 = 29,239 
43,015 = 37,278 

Marketing, Refining and Corporate ........ 0.0.0.0 2,538 2,432 
Total —at cost: oes dvewiad ecdde deen Leeda eee endew eed bebe 45,553 39,710 
Less: Reserves for depreciation, depletion, amortization and lease impairment ... 16,746 14,998 
Property, plant and equipment — net .................. 00.02 $28,807 $24,712 


Assets Held for Sale: In September 2012, the Corporation reached an agreement to sell its assets in 
Azerbaijan consisting of its interests in the Azeri-Chirag-Guneshli (ACG) fields and the associated Baku-Tbilisi- 
Ceyhan (BTC) pipeline for approximately $1 billion before normal post-closing adjustments. This transaction is 
subject to various government and regulatory approvals. In October 2012, the Corporation also announced that it 
had reached an agreement to sell its interests in the Beryl fields in the United Kingdom North Sea. The sale was 
completed in January 2013 for cash proceeds of approximately $440 million, see Note 21, Subsequent Events in 
the notes to the Consolidated Financial Statements. At December 31, 2012, long-term assets totaling 
$1,092 million, primarily comprising the net property, plant and equipment balances and allocated goodwill of 
$100 million have been classified as held for sale and reported in Other current assets. In addition, related asset 
retirement obligations and deferred income taxes totaling $539 million were reported in Accrued liabilities. At 
December 31, 2011, long-term assets totaling $764 million, including goodwill of $62 million and liabilities 
totaling $556 million were reported as held for sale. Properties classified as held for sale are not depreciated but 
are subject to impairment testing. 
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Capitalized Exploratory Wells Costs: The following table discloses the amount of capitalized exploratory 


well costs pending determination of proved reserves at December 31, and the changes therein during the 
respective years: 


2012 2011 2010 
(In millions) 
Beginning balance at January | «1... 2. eee eee $2,022 $1,783 $1,437 
Additions to capitalized exploratory well costs pending the 
determination of proved reserves ............ 00.0000. 0 cee eee 407 512 675 
Reclassifications to wells, facilities and equipment based on the 
determination of proved reserves .......... 00.0 ce eee eee eee ee (41) (171) (87) 
Capitalized exploratory well costs charged to expense ............ (129) (90) (110) 
DispOSitIONS: 64.22 ch0e Fad wes decode eee ee tha She de gules —_— (12) (132) 
Ending balance at December 31 ...............00 00 0c eee eee eee $2,259 $2,022 $1,783 
Number of wells at end of year... 00... ee eee 68 59 77 


The preceding table excludes exploratory dry hole costs of $248 million, $348 million and $127 million in 
2012, 2011 and 2010, respectively, which were incurred and subsequently expensed in the same year. In 2012, 
capitalized well costs reclassified based on the determination of proved reserves primarily related to projects in 
Indonesia, Russia and the Joint Development Area of Malaysia/Thailand. 


At December 31, 2012, exploratory drilling costs capitalized in excess of one year past completion of 
drilling were incurred as follows (in millions): 


POW, se 'scitet Poeg.cs ik Gude aeehagies SUNG duals glia Baa lobia Ja, Wacol ask Ghats dae enGha dada a endce Seg hiawbBeaed Meenas a $ 404 
QOVO 4 wicsad ania Gaede akin sain etad seas bee Oe eked ecca dite a thee Qeate beaten 357 
DOO: seesce ce aie teigneteistanden. deste ca iw diahe gh deeeesocsdhaea lg liednd. gash Gdns sect ae gudeact ac bhine bo puahande iecsPa ws. Gale 426 
2008) 6 isdanian biadawee oe baa Gee GF Lhe aaa eed 392 
AOOT ANG POR» sus: sed deeusial scene oti a tae 4a tocehe avid lddgoea, Go ba REA Ge ohe a ede ede 228 

$1,807 


The capitalized well costs in excess of one year relate to 10 projects. Approximately 36% relates to Block 
WA-390-P, offshore Western Australia, where development planning and commercial activities, including 
negotiations with potential liquefaction partners, are ongoing. Successful negotiation with a third party 
liquefaction partner is necessary before the Corporation can negotiate a gas sales agreement and sanction 
development of the project. Approximately 36% of the capitalized well costs in excess of one year relates to the 
Corporation’s Pony discovery on Block 468 in the deepwater Gulf of Mexico. In the third quarter of 2012, the 
Corporation signed an exchange agreement with partners of the adjacent Green Canyon Block 512, which contains 
the Knotty Head discovery. Under this agreement covering Blocks 468 and 512, Hess was appointed operator and 
has a 20% working interest in the blocks, now collectively referred to as Stampede. Field development planning 
for Stampede is progressing and the project is targeted for sanction in 2014. Approximately 14% relates to Area 
54, offshore Libya, where force majeure was withdrawn in March 2012 and the Corporation is pursuing 
commercial options. Approximately 7% relates to offshore Ghana where the Corporation completed drilling its 
seventh consecutive successful exploration well in February 2013. The Corporation now plans to submit an 
appraisal plan to the Ghanaian government for approval on or before June 2, 2013. In parallel, the Corporation has 
begun pre-development studies on the block. The remainder of the capitalized well costs in excess of one year 
relates to projects where further drilling is planned or development planning and other assessment activities are 
ongoing to determine the economic and operating viability of the projects. 
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7. Goodwill 
The changes in the carrying amount of goodwill, all of which relate to the E&P segment, are as follows: 
2012 2011 
(In millions) 
Beginning balance at January 1... 2... cee ee $2,305 $2,408 
DiSpOSitiONs wits. 2243004804484 0 REDE SOM RA Ce EAs oo eee (97) (103) 


Ending balance at December 31 ..... 1.0... 0. eee eee eee $2,208 $2,305 


8. Asset Impairments 


During 2012, the Corporation recorded total asset impairment charges of $598 million ($360 million after 
income taxes), including three charges totaling $582 million ($344 million after income taxes) in the E&P 
segment. As a result of a competitive bidding process, the Corporation obtained additional information relating to 
the fair value of its interests in the Cotulla area of the Eagle Ford Shale in Texas in February 2013. Based on this 
information and management’s anticipated plan for the assets as of December 31, 2012, the Corporation recorded 
an impairment charge of $315 million ($192 million after income taxes). The Corporation also recorded charges 
of $208 million ($116 million after income taxes) related to increases in estimated abandonment liabilities 
primarily for non-producing properties which resulted in the book value of the properties exceeding their fair 
value. In addition, the Corporation recorded a charge of $59 million ($36 million after income taxes) in the 
second quarter related to the disposal of certain Eagle Ford properties as part of an asset exchange with its joint 
venture partner. In 2012, the Corporation also recorded impairment charges of $16 million relating to certain 
marketing properties in the M&R segment. 


During 2011, the Corporation recorded asset impairment charges of $358 million ($140 million after income 
taxes) related to increases in the Corporation’s estimated abandonment liabilities primarily for non-producing 
properties which resulted in the book value of the properties exceeding their fair value. During 2010, the 
Corporation recorded an asset impairment charge of $532 million ($334 million after income taxes) to fully 
impair the carrying value of its 55% interest in the West Mediterranean Block | concession (West Med Block), 
located offshore Egypt, when the Corporation and its partners notified the Egyptian authorities of their decision 
to cease exploration activities on the block and to relinquish a significant portion of the block. For both 2011 and 
2010, these asset impairments related to the E&P segment. 


9. Asset Retirement Obligations 


The following table describes changes to the Corporation’s asset retirement obligations: 


2012 2011 
(In millions) 
Asset retirement obligations at January 1.1.0.2... 0... eee eee $2,071 $1,358 
Liabilities sncutred: 2. ..sn4 448805 SEN RSe eos OA ee ya bees eee ed 186 25 
Liabilities settled or disposed of ............00 0 ce cece eee ees (324) (334) 
ACCTEHON CXPCNSE! 2.h.c. ces decaal Mek oda baaiae lh pda ede Poe aa See FAO ee 135 96 
Revisions of estimated liabilities ............ 00... 0.02. 529 947 
Foreign currency translation: ...6.05¢..vwsser iad dp oN setaw rates ore dde ped 64 (21) 
Asset retirement obligations at December 31 ................... 0000000005. 2,661 2,071 
Less: Current obligations: 65 2cissevice Gaeeteiedigdivsute chee ditebies 449 227 
Long-term obligations at December 31 ............... 0.000000 e ee eee ee eee $2,212 $1,844 


The revisions in 2012 reflect overall increases in estimated abandonment obligations resulting from changes 
in the expected scope of operations, increases in the time expected to complete dismantlement activities and 
updates to service rates. In 2011, the revisions of estimated liabilities reflect an increase in well abandonment 
obligations resulting from enhanced cement seal verification procedures, changes in scope and timing due to 
updated work programs and higher service and equipment costs. 
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10. Debt and Interest Expense 


Long-term debt at December 31 consisted of the following: 


2012 2011 
(In millions) 
Revolving credit facility, weighted average rate 1.6% .......... 0. cece eee eee $ 758 $ — 
Asset-backed credit facility, weighted average rate 0.8% ........ 0... 0c eee ee 600 350 
Short-term credit facilities, weighted average rate 1.5% ..............00.000-. 990 100 
Fixed-rate public notes: 
FOFo GUS: LOVED oc ece sect cused sR 2 OE OMG ETRY OHA Gees kB OF 250 250 
Sl Gdue 2019 i05ec bie tet elebhteideeenisa glee bee dial eheee nd 998 998 
TOW Ue 2029 ny si3h-b bn bark edoed nhee hens bah enatd wiadesietehed beaye 695 695 
73% due: 2081s odGd apni weekender dees ee dadade he ebeee bbw gee 746 746 
TAGo due: 2083. 2 ois scha be hoe sae eed ome dei edad deeded gohan 598 598 
6:0% due: 2040: 5. sca eeu mais mare etee Baoan egos ee ee dae eecrkeladte Band 4 745 744 
S167 Cue ZOD » 5. sie di cesmrciye mageeteraiary Saas wane oh pee hb ted meq eee Shean alae oat 1,242 1,242 
Total fixed-rate public NOES: .sccka sean kare os ands od we Rael e ee tos 5,274 §,273 
Leased floating production system ........... 0... eee eee eee 180 7 
Other fixed-rate notes, weighted average rate 10.9%, due through 2023 ......... 111 112 
Project lease financing, weighted average rate 5.1%, due through 2014 ......... 78 90 
Pollution control revenue bonds, weighted average rate 5.9%, due through 2034 .. 53 53 
Fair value adjustments — interest rate hedging .................. 00000000005 65 53 
Other debt ....2-c0 eiey aces ted dee Ga de eeeratinds abated kee ba ee de 2 19 
Total debt... 4% .00ios epithe $8 beak eebsadanealy eda deed Roe eed 8,111 6,057 
Less: Short-term debt and current maturities of long-term debt ................ 787 52 
Total long-term debt 2 \es.ci4 2:04 ceo 84-4 9's Hedi HS ends arel anh pe Gieee Glen aele ea ee $7,324 $6,005 


The Corporation has a $4 billion syndicated revolving credit facility that matures in April 2016. This facility 
can be used for borrowings and letters of credit. Borrowings on the facility bear interest at 1.25% above the 
London Interbank Offered Rate. A fee of 0.25% per annum is also payable on the amount of the facility. The 
interest rate and facility fee are subject to adjustment if the Corporation’s credit rating changes. 


The Corporation has a 364-day asset-backed credit facility securitized by certain accounts receivable from 
its M&R operations. Under the terms of this financing arrangement, the Corporation has the ability to borrow or 
issue letters of credit of up to $1 billion, subject to the availability of sufficient levels of eligible receivables. At 
December 31, 2012, outstanding borrowings under this facility of $600 million were collateralized by a total of 
approximately $1,050 million of accounts receivable, which are held by a wholly-owned subsidiary. These 
receivables are only available to pay the general obligations of the Corporation after satisfaction of the 
outstanding obligations under the asset-backed facility. 


During 2012, the Corporation borrowed a net amount of $1,845 million from available credit facilities, 
which consisted of $758 million from its syndicated revolving credit facility, $890 million from the 
Corporation’s short-term credit facilities and $250 million from its asset-backed credit facility, which was 
partially offset by net repayments of other debt of $53 million. At December 31, 2012, the Corporation classified 
as long-term $1,598 million of outstanding borrowings under its short-term facilities, based on availability under 
its long-term syndicated revolving credit facility. 


During 2012, the Corporation recorded a net increase of $173 million in long-term debt related to progress 
on construction of a leased floating production system to be used at the Tubular Bells project. 

At December 31, 2012, the Corporation’s fixed-rate public notes have a principal amount of $5,300 million 
($5,274 million net of unamortized discount). Interest rates on the outstanding fixed-rate public notes have a 
weighted average rate of 6.9%. 


The aggregate long-term debt maturing during the next five years is as follows (in millions): 2013 — $37; 
2014 — $524; 2015 — $6; 2016 — $1,604 and 2017 — $13. 
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The Corporation’s long-term debt agreements, including the revolving credit facility, contain financial 
covenants that restrict the amount of total borrowings and secured debt. At December 31, 2012, the Corporation 


is permitted to borrow up to an additional $27.2 billion for the construction or acquisition of assets. The 
Corporation has the ability to borrow up to an additional $4.9 billion of secured debt at December 31, 2012. 


Outstanding letters of credit at December 31 were as follows: 


2012 2011 
(In millions) 
Committed lines*® 2.0.0.0... 0c ccc cc ccc t eee ence eee e ees $ 463 $1,063 
Unicommittéed ines? tens GAs GS HE Sed ea nd ea bee ek 283 462 
Revolving credit facility 2 inset. cng a este siacqckitle apduacieaiaa Guiaimarduah aaunapvench dae _— 173 
MO, Sie cece teseceeie ese ae sheet soe $ 746 $1,698 


* Committed and uncommitted lines have expiration dates through 2014. 


Of the letters of credit outstanding at December 31, 2012, totaling $746 million, $141 million relates to 
contingent liabilities and the remaining $605 million relates to liabilities recorded in the Consolidated Balance 
Sheet. 


The total amount of interest paid (net of amounts capitalized) was $419 million, $383 million and $319 
million in 2012, 2011 and 2010, respectively. The Corporation capitalized interest of $28 million, $13 million 
and $5 million in 2012, 2011 and 2010, respectively. 


11. Share-based Compensation 


Prior to 2012, the Corporation awarded restricted common stock and stock options under its 2008 Long- 
term Incentive Plan, as amended. In March 2012, the Corporation began awarding performance share units 
(PSUs) under this plan. Outstanding restricted stock and PSUs generally vest three years from the date of grant. 
Outstanding stock options vest over three years from the date of grant and have a 10-year term and an exercise 
price equal to the market price on the date of grant. 


The number of shares of common stock to be issued under the PSU agreement is based on a comparison of 
the Corporation’s total shareholder return (TSR) to the TSR of a predetermined group of fifteen peer companies 
over a three-year performance period ending December 31, 2014. Payouts of the 2012 performance share awards 
will range from 0% to 200% of the target awards based on the Corporation’s TSR ranking within the peer group. 
Dividend equivalents for the performance period will accrue on performance shares and will only be paid out on 
earned shares after the performance period. 


Share-based compensation expense consisted of the following: 


Before Income Taxes After Income Taxes 
2012 2011 2010 2012 2011 2010 
~~ ~~ (In millions) ~~ ~~ 
Stock: Options 6.24..4050:38. aha an Reeder waned $34 $51 $52 $21 $31 = §$ 32 
Restricted stock .... 0.0... 0... ee eens 57 53 60 35 32 37 
Performance share units ...............000005 8 — — 5 — — 
MOUANy oss Anaenut acieaetecesiaien Geeta Beds AG een $99 $104 $112 $61 $63 $ 69 


Based on share-based compensation awards outstanding at December 31, 2012, unearned compensation 
expense, before income taxes, will be recognized in future years as follows (in millions): 2013 — $69, 2014 — 
$43 and 2015 — $8. 
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The Corporation’s share-based compensation activity consisted of the following: 


Performance Share Units Stock Options Restricted Stock 
Weighted- Weighted- Shares of Weighted- 

Performance Average Average Restricted Average 
Share Price on Date Exercise Price Common Price on Date 

Units of Grant Options per Share Stock of Grant 

(In thousands) (In thousands) (In thousands) 

Outstanding at January 1, 2012 .... — $ — 13,570 $ 61.68 2,447 $ 65.38 
Granted 4 .cc42 i scteceagceela dene 425 64.14 48 52.47 1,580 63.50 
Exercised. .c-22 6 es044 feed eu vs — — (212) 49.53 — — 
VESEd. 2 scat sede eae oe nell pate — — — — (883) 56.53 
Forfeited 2224 vesdanccuaenes (11) 64.14 (503) 72.00 (240) 67.25 
Outstanding at December 31, 2012* .. 414 $ 64.14 12,903 $ 61.45 2,904 $ 66.89 


* Includes 10,789 thousand exercisable options at a weighted average price of $58.99 at December 31, 2012. 


The table below summarizes information regarding the outstanding and exercisable stock options as of 
December 31, 2012: 


Outstanding Options Exercisable Options 
Weighted- 
Average Weighted- Weighted- 
Remaining Average Average 
Range of Contractual Exercise Price Exercise Price 
Exercise Prices Options Life per Share Options per Share 
(In thousands) (Years) (In thousands) 
$20.00 — $40.00 ........... 0.02 e eee 1,065 2 $ 27.59 1,065 $ 27.59 
$40.01 — $50.00 ........... 000 eee eee 1,477 3 49.28 1,467 49.30 
$50.01 — $60.00 ......... 0. eee ee eee 4,153 5 55.12 4,089 55.11 
$60.01 — $80.00 ......... 2... eee eee 2,400 | 60.56 1,596 60.53 
$80.01 — $120.00 ...............0 008 3,808 7 83.10 2,572 82.72 
5 $ 61.45 10,789 $ 58.99 


12,903 


The intrinsic value (or the amount by which the market price of the Corporation’s common stock exceeds the 
exercise price of an option) at December 31, 2012 totaled $32 million for both outstanding options and exercisable 
options. At December 31, 2012, the weighted average remaining term of exercisable options was five years. 


The Corporation uses the Black-Scholes model to estimate the fair value of stock options. The following 
weighted average assumptions were utilized for stock options awarded: 


2012 2011 2010 
Risk-free mterest fate: ooo. bid sob dtee ds Load Ves bie eto av heeeain 0.64% 181% 2.14% 
Stock price volatility... saissseecoutdstenessdacsua woe bees a goes 397 395 390 
Dividend yield) i932 ated dee haa ede eid dogy da eg ne eens, Pas 77% A9% .67% 
Expected (fein Years: <4 og see e seo eee eee ee OS eee 4.5 4.5 4.5 
Weighted average fair value per option granted ..................4.. $16.49 $27.98 $20.18 


The risk free interest rate is based on the expected life of the options and is obtained from published sources. 
The stock price volatility is determined from historical stock prices using the same period as the expected life of 
the options. The expected stock option life is based on historical exercise patterns. 
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The Corporation uses a Monte Carlo simulation model to estimate the fair value of PSUs. The following 
weighted average assumptions were utilized for PSUs awarded: 


2012 
Risk free interest Tate: bi 5, 0.085.549 186444 she dane des ee cee Awe eae eee Seale e he ae 0.40% 
Stock price Volauity ...4.2eaw geist hae eet ied eee eed a Dawe een ee 394 
Contractial tetim in Yeats: wee idiss dd eben gipnane © We/Alere AG) Re welt ns gk on gla a daalal eo add Seal 3.0 
Grant date price of Hess common stock ........ 0.0.0. c cece eee ees $64.14 


The risk free interest rate is based on the vesting period of the award and is obtained from published 
sources. The stock price volatility is determined from the historical stock prices of the peer group using the 
vesting period. The contractual term is equivalent to the vesting period. 


In May 2008, shareholders approved the 2008 Long-term Incentive Plan, which was amended in May 2010 
and May 2012 to increase the number of new shares of common stock available for awards. The Corporation also 
has stock options outstanding under a former plan. At December 31, 2012, the Corporation had 12.4 million 
shares that remain available for issuance under the 2008 Long-term Incentive Plan, as amended, out of the total 
of 29 million shares of common stock authorized for issuance under the 2008 Long-term Incentive Plan, as 
amended. 


12. Foreign Currency 


Foreign currency gains (losses) before income taxes recorded in the Statement of Consolidated Income 
amounted to a gain of $37 million in 2012, a loss of $29 million in 2011 and a loss of $5 million in 2010. The 
after-tax foreign currency translation adjustments recorded in Accumulated other comprehensive income (loss) 
were an increase to stockholders’ equity of $169 million at December 31, 2012 and a reduction to stockholders’ 
equity of $84 million at December 31, 2011. 


13. Retirement Plans 


The Corporation has funded noncontributory defined benefit pension plans for a significant portion of its 
employees. In addition, the Corporation has an unfunded supplemental pension plan covering certain employees, 
which provides incremental payments that would have been payable from the Corporation’s principal pension 
plans, were it not for limitations imposed by income tax regulations. The plans provide defined benefits based on 
years of service and final average salary. Additionally, the Corporation maintains an unfunded postretirement 
medical plan that provides health benefits to certain qualified retirees from ages 55 through 65. The measurement 
date for all retirement plans is December 31. 


The following table summarizes the Corporation’s benefit obligations and the fair value of plan assets and 
shows the funded status of the pension and postretirement medical plans: 
Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2012 2011 2012 2011 2012 2011 


(In millions) 
Change in benefit obligation 


Balance at January 1... 1... ee ee $1,866 $1,497 $ 227 $ 192 $ 125 $ 107 
NELVICE'COSE oa seante ead eacdd Gudea ea eee a 64 49 10 9 7 6 
Interest COSt: ..g.54 sak bese dwee dae ceee idee beds 81 81 7 8 5 5 
Actuarial (gain) loss 2.1... .. eee eee eee 134 294 13 31 2 9 
Benefit payments ....... 0.0.0.0 ee ee (54) (51) (2) (13) (5) (2) 
Plat Settlements” s.3 sxccdsedtenacesrecd bcacanden was a dap agente d — — (21) — — — 
Foreign currency exchange rate changes ........... 19 (4) _ —_ — — 
Balance at December 31 ..................004. 2,110 1,866 234 227 134 125 
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Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2012 2011 2012 2011 2012 2011 
(In millions) 
Change in fair value of plan assets 
Balance at January 1 ............... 0.00000. 1,493 1,365 — — — — 
Actual return on plan assets ..............04. 155 (3) — — — — 
Employer contributions ..................... 150 185 23 13 5 2 
Benefit payments ......... 0.0.0.0. e eee eee (54) (51) (2) (13) (5) (2) 
Plan settlements® ......... 0.00.00. cee eee wees — — (21) — — — 
Foreign currency exchange rate changes ....... 19 (3) _ — — —_— 
Balance at December 31 .................. 1,763 1,493 — — — — 
Funded status (plan assets less than benefit 
obligations) at December 31 ................. (347) (373) (234) (227) (134) (125) 
Unrecognized net actuarial losses ............... 850 829 97 103 39 39 
Net amount recognized ..............00.0005 $ 503 $ 456 $ (137) $ (124) $ (95) $ (86) 


* In 2012, the Corporation recorded charges related to plan settlements of $9 million ($5 million after income taxes) due to employee retirements. 


Amounts recognized in the Consolidated Balance Sheet at December 31 consisted of the following: 


Funded Unfunded Pension Postretirement 
Pension Plans Plan Medical Plan 
2012 2011 2012 2011 2012 2011 
(In millions) 
Accrued benefit liability ...................05. $ (347) $ (373) $ (234) $ (227) $ (134) $ (125) 
Accumulated other comprehensive loss, pre-tax* .. 850 829 97 103 39 39 
Net amount recognized ...............00.0 0005 $ 503 $ 456 $ (137) $ (124) $ (95) $ (86) 


* The after-tax reduction to equity recorded in Accumulated other comprehensive income (loss) for these retirement plans was $639 million 
at December 31, 2012 and $631 million at December 31, 2011. 

The accumulated benefit obligation for the funded defined benefit pension plans increased to $1,937 million 
at December 31, 2012 from $1,703 million at December 31, 2011. The accumulated benefit obligation for the 
unfunded defined benefit pension plan was $216 million at December 31, 2012 and $202 million at 
December 31, 2011. 


Components of net periodic benefit cost for funded and unfunded pension plans and the postretirement 
medical plan consisted of the following: 


Postretirement 
Pension Plans Medical Plan 
2012 2011 2010 2012 2011 2010 


(In millions) 


Service COS! bic bas pawtasbadud edigde ca bidaw dads $ 74 $ 58 $ 499 $ 7 $ 6 $ 5 
IMPETESECOSE? secs dco cacheit See hat OW Bn Mops asides ale Soke 88 89 86 5 5 4 
Expected return on plan assets .... 20... 0.0... eee eee eee ee (116) (109) (86) — — — 
Amortization of unrecognized net actuarial losses ......... 83 47 48 2 2 1 
Settlement loss! ..2...%i624622s0encisceeteaiin ddasaeeds 9 — 8 — — — 

Net periodic benefit cost .... 0.0... cee eee eee eee $ 138 $ 85 $105 $ 14 $ 13 $ 10 


The Corporation’s 2013 pension and postretirement medical expense is estimated to be approximately 
$135 million, of which approximately $85 million relates to the amortization of unrecognized net actuarial 
losses. 
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The weighted average actuarial assumptions used by the Corporation’s funded and unfunded pension plans 
were as follows: 


2012 2011 2010 


Weighted average assumptions used to determine benefit obligations 
at December 31 
DISCOUNE TAC... oi eee ena d eee died Ges edoed bode ede as 3.8% 43% 5.3% 
Rate of compensation increase ......... 0.0... eee eee 4.3 4.3 4.4 
Weighted average assumptions used to determine net benefit cost for the 
years ended December 31 


Discount Tate... ..0050c0000 peene de edad ieee eda euwaes 4.3 5.3 5.8 
Expected return on plan assets ............ 00... cece eee eee 75 as 7.5 
Rate of compensation increase ......... 0.0... eee ee eee 4.3 4.4 4.3 


The actuarial assumptions used by the Corporation’s postretirement medical plan were as follows: 


2012 2011 2010 


Assumptions used to determine benefit obligations at December 31 


DisCOUnt Fate. ....cc08es eal wad evede eu tase de eae eR eae Cadaeeanl ¢ 3.1% 3.9% 4.8% 
Initial health care trend rate .... 0... ce eee 7.3% 8.0% 8.0% 
Ultimate trend Tate: oie side da eke ih ede eee ed baw eeeie diated 4.8% 5.0% 5.0% 
Year in which ultimate trend rate is reached ................0000005 2022 2018 2017 


The assumptions used to determine net periodic benefit cost for each year were established at the end of 
each previous year while the assumptions used to determine benefit obligations were established at each year- 
end. The net periodic benefit cost and the actuarial present value of benefit obligations are based on actuarial 
assumptions that are reviewed on an annual basis. The discount rate is developed based on a portfolio of high- 
quality, fixed income debt instruments with maturities that approximate the expected payment of plan 
obligations. The overall expected return on plan assets is developed from the expected future returns for each 
asset category, weighted by the target allocation of pension assets to that asset category. 


The Corporation’s investment strategy is to maximize long-term returns at an acceptable level of risk 
through broad diversification of plan assets in a variety of asset classes. Asset classes and target allocations are 
determined by the Corporation’s investment committee and include domestic and foreign equities, fixed income, 
and other investments, including hedge funds, real estate and private equity. Investment managers are prohibited 
from investing in securities issued by the Corporation unless indirectly held as part of an index strategy. The 
majority of plan assets are highly liquid, providing ample liquidity for benefit payment requirements. The current 
target allocations for plan assets are 50% equity securities, 25% fixed income securities (including cash and 
short-term investment funds) and 25% to all other types of investments. Asset allocations are rebalanced on a 
periodic basis throughout the year to bring assets to within an acceptable range of target levels. 
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The following tables provide the fair value of the financial assets of the funded pension plans as of 
December 31, 2012 and 2011 in accordance with the fair value measurement hierarchy described in Note 1, 
Summary of Significant Accounting Policies in the notes to the Consolidated Financial Statements: 

Level 1 Level 2 Level 3 Total 
(In millions) 


December 31, 2012 
Cash and short-term investment funds ................ $ 2 $ 37 $ — $ 39 
Equities: 
U.S. equities (domestic) ....... 0... eee eee eee 534 — — 534 
International equities (non-U.S.) ... 2.0.0.0... eee eee 61 148 — 209 
Global equities (domestic and non-U.S.) ............ 5 174 — 179 
Fixed income: 
Treasury and government issued (a) ................ _— 184 2 186 
Government relatéed.(B) .ose:3 acne ee eck dale sees — 8 — 8 
Mortgage-backed securities (C) ...............0000. —_ 96 —_ 96 
Corporate on. daid Mla iee thee te ed setae 1 110 —_— 111 
Other: 
Hedge funds... .2-.5 ceca eine eve eee eed eae eds —_— — 255 255 
Private equity funds..................... 00.0008. _— — 75 75 
Real estate funds .... 0.0.0.0... ccc eee ee 9 —_— 45 54 
Diversified commodities funds .................04. — 17 — 17 
$ 612 $ 774 $ 377 $1,763 
December 31, 2011 
Cash and short-term investment funds ................ $ 2 $ 28 $ — $ 30 
Equities: 
U.S. equities (domestic) ....... 0... cece cee eee 452 — — 452 
International equities (non-U.S.) ............0 00 50 118 — 168 
Global equities (domestic and non-U.S.) ............ 11 149 — 160 
Fixed income: 
Treasury and government issued (a) ................ — 149 1 150 
Government related (b) 0.0.2.0... 000 c cee eee ee — 12 2 14 
Mortgage-backed securities (C) ...............0000. — 87 — 87 
Corporate-i.25 nc oecie Wesbaw ob bed vese ean wend — 96 1 97 
Other: 
RC ASS TUS sy oc cs dey ses e-a state eas ob cae a aera sha sb pce he dw leat sae — — 211 211 
Private equity funds................... 000000008. — — 58 58 
Réal estate fund >.:3,2- 23 oex ca aches me Soe ee as. 7 — 44 51 
Diversified commodities funds .................0.. — 15 — 15 


$ 522 $ 654 $ 317 $1,493 


(a) Includes securities issued and guaranteed by U.S. and non-U.S. governments. 
(b) Primarily consists of securities issued by governmental agencies and municipalities. 
(c) Comprised of U.S. residential and commercial mortgage-backed securities. 


Cash and short-term investment funds consist of cash on hand and short-term investment funds. The short- 
term investment funds provide for daily investments and redemptions and are valued and carried at a $1 net asset 
value (NAV) per fund share. Cash on hand is classified as Level | and short-term investment funds are classified 
as Level 2. 


Equities consist of equity securities issued by U.S. and non-U.S. corporations as well as commingled 
investment funds that invest in equity securities. Individually held equity securities are traded actively on 
exchanges and price quotes for these shares are readily available. Individual equity securities are classified as 
Level 1. Commingled fund values reflect the NAV per fund share, derived from the quoted prices in active 
markets of the underlying securities. Equity commingled funds are classified as Level 2. 


Fixed income investments consist of securities issued by the U.S. government, non-U.S. governments, 
governmental agencies, municipalities and corporations, and agency and non-agency mortgage-backed securities. 
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This investment category also includes commingled investment funds that invest in fixed income securities. 
Individual fixed income securities are generally priced on the basis of evaluated prices from independent pricing 
services. Such prices are monitored and provided by an independent, third-party custodial firm responsible for 
safekeeping plan assets. Individual fixed income securities are classified as Level 2 or 3. Commingled fund 
values reflect the NAV per fund share, derived indirectly from observable inputs or from quoted prices in less 
liquid markets of the underlying securities. Fixed income commingled funds are classified as Level 2. 


Other investments consist of exchange-traded real estate investment trust securities as well as commingled 
fund and limited partnership investments in hedge funds, private equity, real estate and diversified commodities. 
Exchange-traded securities are classified as Level 1. Commingled fund values reflect the NAV per fund share and 
are classified as Level 2 or 3. Private equity and real estate limited partnership values reflect information reported 
by the fund managers, which include inputs such as cost, operating results, discounted future cash flows, market 
based comparable data and independent appraisals from third-party sources with professional qualifications. Hedge 
funds, private equity and non-exchange-traded real estate investments are classified as Level 3. 


The following tables provide changes in financial assets that are measured at fair value based on Level 3 
inputs that are held by institutional funds classified as: 


Private Real 
Fixed Hedge Equity Estate 
Income* Funds Funds Funds Total 
(In millions) 
Balance at January 1, 2011 .... 20... ee eee $ 7 $ 187 $ 40 $ 32 $ 266 
Actual return on plan assets: 
Related to assets held at December 31, 2011 ............. — (5) 9 2 6 
Related to assets sold during 2011 .................000.. — 2 — — 2 
Purchases, sales or other settlements ..................05. (3) 27 9 10 43 
Net transfers in (out) of Level 3 2... 2.20.0... cece eee 
Balance at December 31, 2011 .......................005 4 211 58 44 317 
Actual return on plan assets: 
Related to assets held at December 31, 2012 ............. — 13 5 1 19 
Related to assets sold during 2012 .................00... _ _— —_ _ _— 
Purchases, sales or other settlements ..................00. (1) 31 12 — 42 
Net transfers in (out) of Level 3 2.0.2.2... eee eee eee (1) — — — (1) 
Balance at December 31, 2012 ..............0..0..0000005 $ 2 $ 255 $ 75 $ 45 $ 377 


* Fixed Income includes treasury and government issued, government related, mortgage-backed and corporate securities. 


The Corporation has budgeted contributions of approximately $140 million to its funded pension plans in 
2013. 


Estimated future benefit payments by the funded and unfunded pension plans and the postretirement 
medical plan, which reflect expected future service, are as follows (in millions): 


DOMES crs tena cer ee ve 2 aty ectotlege tae ectolagnas Ge ace Ae hoanste se tea eee eaten eden seinem, ae gender see tecattey ae aan koee ate hesuenas. ane $101 
QOWA sissy ides heb et eal eg ae ee Pie A ee $s eee ed iw meee ele 98 
LOUD a5 5 6 oR atd Sinctiacts, ace, teed SR ELS a eR rent EE tae Ranch Sen 102 
LOVG! 568 64 b6 SA ee ee ESS a ea See Sd ane Baw Soe e dS OAS eae ke He eS ES 119 
7) 0 ae CRT Oe ERE a oP ar ree a ae eee ee ee ee 113 
Year's: 2018:to 2022 ¢...2.6s0h5 dog hed buds REO bh ed Sb tek o hae Ohad ooiadaeet wn oeaiewiwd 677 


The Corporation also contributes to several defined contribution plans for eligible employees. Employees 
may contribute a portion of their compensation to the plans and the Corporation matches a portion of the 
employee contributions. The Corporation recorded expense of $40 million in 2012, $28 million in 2011 and $24 
million in 2010 for contributions to these plans. 
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14. Income Taxes 
The provision for (benefit from) income taxes consisted of: 
2012 2011 2010 


(In millions) 


United States Federal 


CUTTENE 5. ciesgcei heheh bve 8b aA ES We 28 ROD we erarg aye arte ear Bik $ 30 $ 202 §$ 151 
Deferred. sis¢ cca nie 224 bd cosets tide eee d Aa ae RR (317) (588) (309) 

Slate: c.ude dnc ewheeiak Mobi aei eae geet eie Wedd etede det 46 17 46 
(241) (369) (112) 

Foreign 

CUNT CINE, sg cd Sb ithaca eee an tate aaa A RR Sule, eh testo tee wk te 2,019 1,185 1,515 
Deferred: sii.¢ vgeeicts oP sh4 04 Gap h dG eae eke HE PNEA SER eS (218) (60) (230) 

1,801 1,125 1,285 

Adjustment of deferred tax liability for foreign income tax rate change* .. 115 29 —_— 

Total provision for income taxes ........ 0... eee eee eee ee $1,675 $ 785 $1,173 


* Represents the effect of the United Kingdom (UK) supplementary income tax rate change to 20% from 32% on dismantlement expenses in 
July 2012. Also reflects the July 2011 increase in the supplementary tax on petroleum operations to 32% from 20% in the UK. 


Income (loss) before income taxes consisted of the following: 


2012 2011 2010 
(In millions) 
United States'(a): sac bb ee bttacied hase ea decried ere Mew iow vare eae eine $ (211) $ 211 = $ (108) 
BOreisni() .eidc3scae Reety els de hE Oe KG 2ee wees ae a Ds 3,949 2,250 3,419 
Total income before income taxes ......... 0.000 e eee eee ees $3,738 $2,461 $3,311 


(a) Includes substantially all of the Corporation’s interest expense and the results of hedging activities. 
(b) Foreign income includes the Corporation’s Virgin Islands and other operations located outside of the United States. 


The components of deferred tax liabilities, deferred tax assets and taxes deferred at December 31 were as 
follows: 


2012 2011 


(In millions) 


Deferred tax liabilities 


Property, plant and equipment ........... 0.0.0... eee eee eee ee $(4,951) $(3,742) 
OUNGE hihi Sie ee Bs ARTA Ee be ERTS eee Seana Bea wes (36) (125) 
Total deferred tax liabilities 2.0.0... 0... ccs (4,987) (3,867) 
Deferred tax assets 
Net operating loss carryforwards ....... 0.0.0... cece 1,985 1,204 
Tax credit carryforwards ....... 0... cece cece nent eee 373 396 
Property, plant and equipment and investments .....................000. 3,165 2,217 
Investinent mi HOVENSA....224 5 econ ihe hea AR Ae ee ae ed — 331 
Accrued compensation, other liabilities and deferred credits .............. 976 508 
Asset retirement obligations ......... 0.0.0... eee eee 508 438 
OM OP 2h i Mh kere eee as eS ERS bad a LEA eed o Vaan o 313 332, 
Total: déferted tax-assets:. 0. os.26 4 baa an bade dled a bee wees 7,320 5,426 
Valuation allowances ....... 0... ccc eee ene n ee n en eas (1,282) (1,071) 
Total:deferred tax assets, Net. sic ¢ 84s Gaskin es ew ew te bee ee dee OS 6,038 4,355 
Net deferred tax assets 2.0... 0... ccc cece cece tenet eee eens $1,051 $ 488 


At December 31, 2012, the Corporation has recognized a gross deferred tax asset related to net operating 
loss carryforwards of $1,985 million before application of the valuation allowances. The deferred tax asset is 
comprised of $1,637 million attributable to foreign net operating losses, which begin to expire in 2020, $91 
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million attributable to United States federal operating losses which begin to expire in 2020 and $257 million 
attributable to losses in various states which begin to expire in 2013. The deferred tax asset attributable to foreign 
net operating losses, net of valuation allowances, is $1,056 million, substantially all of which relates to loss 
carryforwards in Norway and Indonesia. At December 31, 2012, the Corporation has federal, state and foreign 
alternative minimum tax credit carryforwards of $148 million, which can be carried forward indefinitely and 
approximately $1 million of other business credit carryforwards. Foreign tax credit carryforwards, which begin to 
expire in 2016, total $224 million. Included within Property, plant and equipment and investments in the 
foregoing table are taxes deferred, resulting from intercompany transactions eliminated in consolidation related 
to transfers of property, plant and equipment remaining within the consolidated group. 

In the Consolidated Balance Sheet, deferred tax assets and liabilities from the preceding table are netted by 
taxing jurisdiction, combined with taxes deferred on intercompany transactions, and are recorded at December 31 
as follows: 


2012 2011 
(In millions) 
Other CUTTENt ASSETS < sics ce erica. Hive eG aes eh Sex dN Soon todas oad $ 596 $ 398 
Deferred income taxes (long-term asset) ........... 00.0 cece eee eee eee 3,126 2,941 
Acerued tab ies. . ¢.jdactes.b gh 6-9 dS Geb deae See bt Pe ee eae bean See (9) (8) 
Deferred income taxes (long-term liability) .... 0.0.0.0... cece eee ee eee (2,662) (2,843) 
Net.deferréd tax assets: 2.5.04. ccs gd decd t bose tei add edetbadebeteaes $1,051 $ 488 


The difference between the Corporation’s effective income tax rate and the United States statutory rate is 
reconciled below: 


2012 2011 2010 

United States statutory rate ...... 22. eee eee 35.0% 35.0% 35.0% 
Effect of foreign operations* .............. 00.000. e eee eee eee 11.3 (4.1) 9.4 
State income taxes, net of Federal income tax ................... 0.8 0.4 0.9 
Change in enacted tax rate»... eee 3.1 1.2 — 
Grains ON ASSEt SAlES. scs.c adie ce vee hake bee Seon ERE HE (4.8) (5.0) (10.4) 
Effect of equity loss and operations related to HOVENSA ......... — 2.8 3.1 
Others ate cate tances wae ete e det Sak chorea eae owls (0.6) 1.6 (2.6) 

MOUs oh Qaseta a cess a dete ace sas panes ta ee Sy ays oe 44.8% 31.9% 35.4% 


* The variance in effective income tax rates attributable to the effect of foreign operations primarily resulted from the suspension of 
operations in Libya for most of 2011. 
Below is a reconciliation of the beginning and ending amounts of unrecognized tax benefits: 


2012 2011 
(In millions) 
Balance at January 1 1... 1... ec ete teenie nees $ 415 $ 400 
Additions based on tax positions taken in the current year ................ 132 62 
Additions based on tax positions of prior years .......... 0.00.00. 0 00008. 45 20 
Reductions based on tax positions of prior years ........... 000.0000 eee ee (33) (8) 
Reductions due to settlements with taxing authorities ..................-. (30) (59) 
Reductions due to lapse of statutes of limitation ....................000-5 (6) — 
Balance:at Décember'3 lv.2. 209 cg carycieea as, Beate Ve Ge $ 523 §$ 415 


At December 31, 2012, the unrecognized tax benefits include $466 million, which if recognized, would 
affect the Corporation’s effective income tax rate. Over the next 12 months, it is reasonably possible that the total 
amount of unrecognized tax benefits could decrease by $25 million to $35 million due to settlements with taxing 
authorities and lapsing of statutes of limitation. The Corporation had accrued interest and penalties related to 
unrecognized tax benefits of $60 million as of December 31, 2012 and $42 million as of December 31, 2011. 
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The Corporation has not recognized deferred income taxes for that portion of undistributed earnings of 
foreign subsidiaries expected to be indefinitely reinvested in foreign operations. The Corporation had 
undistributed earnings from foreign subsidiaries expected to be indefinitely reinvested in foreign operations of 
approximately $6.7 billion at December 31, 2012. If these earnings were not indefinitely reinvested, a deferred 
tax liability of approximately $2.3 billion would be recognized, not accounting for the utilization of foreign tax 
credits in the United States. 


The Corporation and its subsidiaries file income tax returns in the United States and various foreign 
jurisdictions. The Corporation is no longer subject to examinations by income tax authorities in most 
jurisdictions for years prior to 2005. 


Income taxes paid (net of refunds) in 2012, 2011 and 2010 amounted to $1,822 million, $1,384 million and 
$1,450 million, respectively. 
15. Outstanding and Weighted Average Common Shares 


The following table provides the changes in the Corporation’s outstanding common shares: 


2012 2011 2010 
(In millions) 

Balanceat January laces sedtade We sed elgani hiwes ay Peeee 340.0 337.7 327.2 
Activity related to restricted common stock awards, net........ 1.3 0.6 0.8 
StOCK OPUONS Bite edigdecesdes bo Seis edt at hyenas eb ides 0.2 1.7 1.1 
Issued for an acquisition® ........ 2.0.0... eee eee eee — — 8.6 

Balanceat December 31 ac ccd sce cke cede saeeesaviwsewen 341.5 340.0 337.7 


* See Note 3, Acquisitions in the notes to the Consolidated Financial Statements. 


The following table presents the calculation of basic and diluted earnings per share: 


2012 2011 2010 
(In millions, except per share amounts) 
Net income attributable to Hess Corporation ................... $2,025 $1,703 $2,125 
Weighted average common shares: 
BaSlGixst.c-2.cu tees bcd Saeed oe dete dactbeee Spa baie a teaye bee sede ees 338.4 336.9 326.0 
Effect of dilutive securities 2.0.0... 0.0.0.0... cee ee eee 
Stock OpulONs: ..¢-4 cssidecdi dan evade eeaee sabaeswe ds 0.8 1.6 0.8 
Restricted common stock ............0 00 cece eee 1.1 1.4 1.5 
Diltted ccs ceed tees CR eek BA oa Pe 340.3 339.9 328.3 
Net income per share: 
Bo aS1G, 2 hve he ea octal gsiee hoe bobs eee aa Rene sae eAeen $ 5.98 $ 5.05 $ 6.52 
POMUEE tacit te gt Setnncacn deh ski e deems dats Galas he eee me aod $ 5.95 $ 5.01 $ 6.47 


The weighted average common shares used in the diluted earnings per share calculations exclude the effect of 
approximately 9.2 million, 3.5 million and 5.2 million out-of-the-money stock options for 2012, 2011 and 2010, 
respectively, and 414,175 PSUs for 2012 based on the Corporation’s TSR through December 31, 2012. Cash 
dividends declared on common stock totaled $0.40 per share ($0.10 per quarter) during 2012, 2011 and 2010. 
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16. Leased Assets 


The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and 
other assets for varying periods under contractual obligations accounted for as operating leases. Certain operating 
leases provide an option to purchase the related property at fixed prices. At December 31, 2012, future minimum 
rental payments applicable to non-cancelable operating leases with remaining terms of one year or more (other 
than oil and gas property leases) are as follows (in millions): 


2OUS: catia ceens ela 2 Rew MRA deta a eee wah teed Geet ated eae eee $ 700 
DONA soca. 18 pea dp deeds Bad ena ks's Sag. dao alg teeid sacle pair's, GES SG BIRR ag neck ong dl bediaied a aLaS “eh 604 
2OUD™ gaceiig ee eae cal need mare eee be panies taped, ea haben dts Have cpice ang mentees. ee ane eee 227 
DONG: gf jot. g- ceo Ne cigs he oie OSE arden ereneg mM Sanh gid Meow eee So 127 
2OUE: egy betta eat ee eee ds haat cid 24 ade 3 ele. t angele aie (og ote ne Ae aie 125 
REMAINING VEALS s dh hind Laat eds tod Gadi hae a eee esi Lh See tid ans 1,060 
Total minimum lease payments . 2.0.0. see eee ee eee be eee bebe e eee bee bee eda 2,843 
ess: Income fromsubleases: 4syi2.4.0- 003 $065 ets is Hd dad Meee des Boe TOS 43 

Net minimum lease payments ......... 0.0.0... ccc cette ee $2,800 


Operating lease expenses for drilling rigs used to drill development wells and successful exploration wells 
are capitalized. 


Rental expense was as follows: 


2012 2011 2010 
(In millions) 


Total rental Expense! ss cvsacc ie cgate adage eatidlen rates Rlewewienta sad $375 $348 $273 
Less: Income from subleases ........... 00.0 cece eee eee eee 15 12 13 
Net-rental Expense 0x0 -c.cee ob eae Nek ea kena edeann in see Re $360 $336 $260 


17. Guarantees and Contingencies 


At December 31, 2012, the Corporation has $141 million in letters of credit for which it is contingently 
liable. The Corporation also has a contingent purchase obligation to acquire the remaining interest in WilcoHess, 
a retail gasoline station joint venture. This contingent obligation, which expires in April 2014, was approximately 
$210 million at December 31, 2012. 


The Corporation is subject to loss contingencies with respect to various lawsuits, claims and other 
proceedings, including environmental matters. A liability is recognized in the Corporation’s consolidated 
financial statements when it is probable a loss has been incurred and the amount can be reasonably estimated. If 
the risk of loss is probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably 
possible, a liability is not accrued; however, the Corporation discloses the nature of those contingencies. 


The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been a 
party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of similar 
lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the United States 
against producers of MTBE and petroleum refiners who produced gasoline containing MTBE, including the 
Corporation. The principal allegation in all cases was that gasoline containing MTBE is a defective product and that 
these parties are strictly liable in proportion to their share of the gasoline market for damage to groundwater 
resources and are required to take remedial action to ameliorate the alleged effects on the environment of releases of 
MTBE. In 2008, the majority of the cases against the Corporation were settled. In 2010 and 2011, additional cases 
were settled including an action brought in state court by the State of New Hampshire. Two cases brought by the 
State of New Jersey and the Commonwealth of Puerto Rico remain unresolved. In 2007, a pre-tax charge of $40 
million was recorded to cover all of the known MTBE cases against the Corporation. 
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The Corporation is from time to time involved in other judicial and administrative proceedings, including 
proceedings relating to other environmental matters. The Corporation cannot predict with certainty if, how or 
when such proceedings will be resolved or what the eventual relief, if any, may be, particularly for proceedings 
that are in their early stages of development or where plaintiffs seek indeterminate damages. Numerous issues 
may need to be resolved, including through potentially lengthy discovery and determination of important factual 
matters before a loss or range of loss can be reasonably estimated for any proceeding. Subject to the foregoing, in 
management’s opinion, based upon currently known facts and circumstances, the outcome of such proceedings is 
not expected to have a material adverse effect on the financial condition, results of operations or cash flows of 
the Corporation. 


18. Segment Information 


The Corporation has two operating segments that comprise the structure used by senior management to 
make key operating decisions and assess performance. These are (1) Exploration and Production and 
(2) Marketing and Refining. The following table presents financial data by segment: 


Exploration Marketing 


and and Corporate Consolidated 
Production Refining and Interest (a) 
(In millions) 
2012 
Operating revenues 
Total operating revenues (b) ...........0..00.000s $ 12,245 $ 25,520 $ 2 
Less: Transfers between affiliates ................. 75 1 — 
Operating revenues from unaffiliated customers .... $ 12,170 $ 25,519 $ 2 $ 37,691 
Net income (loss) attributable to Hess Corporation ...... $ 2,212 $ 231 $ (418) $ 2,025 
Interest expenses ws) oe deone ew edudwndnan weds. $ — $ — $ 419 $ 419 
Depreciation, depletion and amortization ............. 2,853 83 13 2,949 
Asset impairments ......... 0.0.0. c eee eee eee 582 16 _— 598 
Provision (benefit) for income taxes ................. 1,793 145 (263) 1,675 
Investments in affiliates ............ 0.0.0.0. 00 cee eee 75 368 —_— 443 
Identifiable assets ..... 0.0... eee eee 37,687 5,139 615 43,441 
Capital employed (Cc) ..... 0.0... e eee eee eee 26,339 2,570 405 29,314 
Capital expenditures. .i:ces0debehdew epdediebals te bees 7,676 113 6 7,795 
2011 
Operating revenues 
Total operating revenues (b) ...............-02-0-5 $ 10,646 $ 27,936 $ il 
Less: Transfers between affiliates ................. 116 1 — 
Operating revenues from unaffiliated customers .... $ 10,530 $ 27,935 $ 1 $ 38,466 
Net income (loss) attributable to Hess Corporation ...... $ 2,675 $ (584) $ (388) $ 1,703 
Loss from equity investment in HOVENSA L.L.C. .....  §$ — $ (1,073) $ — $ (1,073) 
Interest expense: fscsictce won CdS ee ee old ea steeoae: — — 383 383 
Depreciation, depletion and amortization ............. 2,305 88 13 2,406 
ASSet IMPAMONtS oo. cr54 hed tae esate aces nae 358 — —_ 358 
Provision (benefit) for income taxes ................. 1,313 (273) (255) 785 
Investments in affiliates ........... 0.0.00... 0 cee eee 97 287 — 384 
Identifiable assets .... 0... 0. ee 32,323 6,302 S11 39,136 
Capital employed (Cc) ....... 02... eee eee ee eee 22,699 2,337 (387) 24,649 
Capital expenditures: 6 .s accede ase ede eta wes 6,888 115 3 7,006 
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Exploration Marketing 


and and Corporate Consolidated 
Production Refining and Interest (a) 
(In millions) 

2010 
Operating revenues 

Total operating revenues (b) .............-.-45- $ 9,119 $ 24885 $ 1 

Less: Transfers between affiliates ............... 143 — — 

Operating revenues from unaffiliated customers ... $ 8,976 $ 24,885 $ 1 $ 33,862 

Net income (loss) attributable to Hess Corporation .... $ 2,736 $ (231) $ (380) $ 2,125 
Loss from equity investment in HOVENSA L.L.C. ... $ — § (522) $ — §$ (522) 
Interest Cxpense: s s.00 cs sees Yeeeah ew dbeseeues — — 361 361 
Depreciation, depletion and amortization ........... 2,222 82 13 2,317 
Asset impairments ........ 0.0.0.0... eee eee eee 532 —_— —_— 532 
Provision (benefit) for income taxes ............... 1,417 4 (248) 1,173 
Investments in affiliates ............. 0... ..000 00005 57 386 — 443 
Identifiable assets i056 <3. seca dew esas t eae eeasu eas 28,242 6,377 T77 35,396 
Capital employed (c) .......... 00.02 cece eee eee 19,803 2,715 (126) 22,392 
Capital expenditures .....................0..0004. 5,394 82 16 5,492 


(a) After elimination of transactions between affiliates, which are valued at approximate market prices. 


(b) Sales and operating revenues are reported net of excise and similar taxes in the Statement of Consolidated Income, which amounted to 
approximately $2,580 million, $2,350 million and $2,200 million in 2012, 2011 and 2010, respectively. 
(c) E&P, M&R and Corporate only. Calculated as equity plus debt. 


United Asia and 
States Europe Africa Other 
(In millions) 
2012 
Operating revenues ..............---. $ 30,784 $ 2,530 $ 2,484 $ 1,893 
Property, plant and equipment (net) ..... 14,233 8,172* 2,517 3,885 
2011 
Operating revenues .................. $ 31,813 $ 3,137 $ 1,782 $ 1,734 
Property, plant and equipment (net) ..... 11,490 6,826* 2,395 4,041 
2010 
Operating revenues .................. $ 28,066 $ 2,109 $ 2,271 $ 1,416 
Property, plant and equipment (net) ..... 8,343 6,764* 2,573 3,447 


Financial information by major geographic area is as follows: 


$ 37,691 
28,807 
$ 38,466 
24,712 
$ 33,862 
21,127 


* Of the total Europe property, plant and equipment (net), Norway represented $6,426 million, $5,031 million and $5,002 million in 2012, 
2011 and 2010, respectively. 


19. 


Related Party Transactions 


The following table presents the Corporation’s related party transactions: 


2012 2011 
(In millions) 

Purchases: 

HOVENSA (4): 0o3.444654 60260 dba d teehee eon bb des $ 145 $3,806 

Bayonne Energy Center LLC (b) ................ 0000000200005. 20 — 
Sales: 

WAICORIGSS a. eeeachands a eleter © Sects ctv Gustave ok ilar ma ealersutea despa ea aesine caus 3,058 2,898 

HOVENSA. 65 264024068 bob aa dd eb beed haved headend nadine 191 710 


2010 
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(a) Following the closure of HOVENSA’s refinery in St. Croix in January 2012, the Corporation no longer purchases 50% of HOVENSA’s 
production of refined petroleum products, after any sales to unaffiliated parties. 


(b) Represents payments under a 15 year tolling agreement with remaining total minimum payments of approximately $395 million. 


The following table presents the Corporation’s related party accounts receivable (payable) at December 31: 


2012 2011 

~ (millions) _ 
WAIGOTIGSS io: aces strides 4 Sete s-puandiravts tveiaraie  blshe alae ech diala a Gieukere aig Gok artvss gure aay an Ps $119 $127 
Bayonne Energy Center LLC: ic6 bi esngeas cet newt nei hb seseneeds whee (3) — 
HOVENSASMCES va cde Vane o ba hoes name hatedae th ake teoaaad sasha 4 — (22) 


* Excludes the Corporation’s planned funding commitments of $487 million at December 31, 2011 related to the refinery shutdown, which 
was paid in 2012. 


20. Risk Management and Trading Activities 


In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the 
prices of crude oil, natural gas, refined petroleum products and electricity, as well as to changes in interest rates 
and foreign currency values. In the disclosures that follow, risk management activities are referred to as energy 
marketing and corporate risk management activities. The Corporation also has trading operations, principally 
through a 50% voting interest in a consolidated partnership, which trades energy-related commodities, securities 
and derivatives. These activities are also exposed to commodity price risks primarily related to the prices of 
crude oil, natural gas, refined petroleum products and electricity. 


The Corporation maintains a control environment under the direction of its chief risk officer and through its 
corporate risk policy, which the Corporation’s senior management has approved. Controls include volumetric, 
term and value at risk limits. The chief risk officer must approve the trading of new instruments or commodities. 
Risk limits are monitored and reported on a daily basis to business units and senior management. The 
Corporation’s risk management department also performs independent price verifications (IPV’s) of sources of 
fair values, validations of valuation models and analyzes changes in fair value measurements on a daily, monthly 
and/or quarterly basis. These controls apply to all of the Corporation’s risk management and trading activities, 
including the consolidated trading partnership. The Corporation’s treasury department is responsible for 
administering foreign exchange rate and interest rate hedging programs using similar controls and processes, 
where applicable. 


The Corporation’s risk management department, in performing the IPV procedures, utilizes independent 
sources and valuation models that are specific to the individual contracts and pricing locations to identify 
positions that require adjustments to better reflect the market. This review is performed quarterly and the results 
are presented to the chief risk officer and senior management. The IPV process considers the reliability of the 
pricing services through assessing the number of available quotes, the frequency at which data is available and, 
where appropriate, the comparability between pricing sources. 


Following is a description of the Corporation’s activities that use derivatives as part of their operations and 
strategies. Derivatives include both financial instruments and forward purchase and sale contracts. Gross notional 
amounts of both long and short positions are presented in the volume tables below. These amounts include long 
and short positions that offset in closed positions and have not reached contractual maturity. Gross notional 
amounts do not quantify risk or represent assets or liabilities of the Corporation, but are used in the calculation of 
cash settlements under the contracts. 


Energy Marketing Activities: In its energy marketing activities, the Corporation sells refined petroleum 
products, natural gas and electricity principally to commercial and industrial businesses at fixed and floating 
prices for varying periods of time. Commodity contracts such as futures, forwards, swaps and options, together 
with physical assets such as storage and pipeline capacity, are used to obtain supply and reduce margin volatility 
or lower costs related to sales contracts with customers. 
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The gross volumes of the Corporation’s energy marketing commodity contracts outstanding at December 31 
were as follows: 


2012 2011 
Crude oil and refined petroleum products (millions of barrels) ................. 26 28 
Natural gas (millions of mcf) ........ 0.0... cece eens 2,938 2,616 
Electricity (millions of megawatt hours) ......... 00.0... cece eee eee eee ee 278 244 


The changes in fair value of certain energy marketing commodity contracts that are not designated as hedges 
are recognized currently in earnings. Revenues from the sales contracts are recognized in Sales and other 
operating revenues in the Statement of Consolidated Income, while supply contract purchases and net settlements 
from financial derivatives related to these energy marketing activities are recognized in Cost of products sold in 
the Statement of Consolidated Income. Net realized and unrealized pre-tax gains on derivative contracts not 
designated as hedges amounted to $127 million in 2012, $65 million in 2011 and $247 million in 2010. 


At December 31, 2012, a portion of energy marketing commodity contracts are designated as cash flow 
hedges to hedge variability of expected future cash flows of forecasted supply transactions. The length of time 
over which the Corporation hedges exposure to variability in future cash flows is predominantly one year or less. 
For contracts outstanding at December 31, 2012, the maximum duration was approximately two years. 


The Corporation records the effective portion of changes in the fair value of cash flow hedges as a 
component of Accumulated other comprehensive income (loss) in the Consolidated Balance Sheet and then 
reclassifies amounts to Cost of products sold in the Statement of Consolidated Income as the hedged transactions 
are recognized in earnings. The after-tax deferred losses relating to energy marketing activities recorded in 
Accumulated other comprehensive income (loss) were $22 million and $64 million at December 31, 2012 and 
2011, respectively. The Corporation estimates that a loss of approximately $14 million will be reclassified into 
earnings over the next twelve months. During 2012, 2011 and 2010, the Corporation reclassified after-tax losses 
from Accumulated other comprehensive income (loss) of $52 million, $105 million and $318 million ($85 
million, $172 million and $527 million of pre-tax losses), respectively. 


The amounts of ineffectiveness recognized immediately in Cost of products sold were a loss of $4 million in 
2011 and a gain of $2 million in 2010. There was no ineffectiveness in 2012. The pre-tax amount of deferred 
hedge losses is reflected in Accounts payable and the related income tax benefits are recorded as deferred income 
tax assets, which are included in Other current assets in the Consolidated Balance Sheet. 


Corporate Risk Management Activities: Corporate risk management activities include transactions designed 
to reduce risk in the selling prices of crude oil, refined petroleum products or natural gas produced by the 
Corporation or to reduce exposure to foreign currency or interest rate movements. Generally, futures, swaps or 
option strategies may be used to fix the forward selling price of a portion of the Corporation’s crude oil, refined 
petroleum products or natural gas production. Forward contracts may also be used to purchase certain currencies in 
which the Corporation does business with the intent of reducing exposure to foreign currency fluctuations. These 
forward contracts comprise various currencies including the British Pound and Thai Baht. Interest rate swaps may 
be used to convert interest payments on certain long-term debt from fixed to floating rates. 


The gross volumes of the Corporate risk management derivative contracts outstanding at December 31, were 
as follows: 


2012 2011 
Commodity, primarily crude oil (millions of barrels) ...................0.005. 1 31 
Foreign exchange (millions of U.S. Dollars) ........ 0.0... c cece eee eee $1,285 $ 900 
Interest rate swaps (millions of U.S. Dollars) ....... 2.0.0.0... cee eee eee $ 880 $ 895 


During 2008, the Corporation closed Brent crude oil cash flow hedges covering 24,000 barrels per day 
through 2012, by entering into offsetting contracts with the same counterparty. As a result, the valuation of those 
contracts was no longer subject to change due to price fluctuations. The deferred hedge losses as of the date that 
the hedges were closed were recorded in earnings as the hedged transactions occurred. For 2012, the Corporation 
entered into Brent crude oil hedges using fixed-price swap contracts to hedge the variability of forecasted future 
cash flows from 120,000 barrels per day of crude oil sales volumes for the full year. The average price for these 
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hedges was $107.70 per barrel. Both of these hedge programs matured as of December 31, 2012. Realized losses 
from E&P hedging activities decreased Sales and other operating revenues by $688 million in 2012, $517 million 
in 2011 and $533 million in 2010 ($431 million, $327 million and $338 million after-taxes, respectively). The 
amounts of ineffectiveness related to Brent crude oil hedges were a loss of $9 million in 2012, a gain of $9 
million in 2011 and zero in 2010. The after-tax deferred losses in Accumulated other comprehensive income 
(loss) related to Brent crude oil hedges was $286 million at December 31, 2011. In January and February of 
2013, the Corporation entered into new Brent crude oil hedges covering 90,000 barrels per day for the remainder 
of 2013 at an average price of approximately $109.70 per barrel. 


At December 31, 2012 and 2011, the Corporation had interest rate swaps with gross notional amounts of 
$880 million and $895 million, respectively, which were designated as fair value hedges. Changes in the fair 
value of interest rate swaps and the hedged fixed-rate debt are recorded in Interest expense in the Statement of 
Consolidated Income. For the years ended December 31, 2012 and 2011, the Corporation recorded increases of 
$12 million and $45 million (excluding accrued interest), respectively, in the fair value of interest rate swaps and 
a corresponding adjustment in the carrying value of the hedged fixed-rate debt. 


Gains or losses on foreign exchange contracts not designated as hedges are recognized immediately in 
Other, net in Revenues and non-operating income in the Statement of Consolidated Income. 


Net realized and unrealized pre-tax gains (losses) on derivative contracts used for Corporate risk 
management and not designated as hedges amounted to the following: 


2012 2011 2010 


(In millions) 


COMMOCILY 5.6 6. c.4-5-4 tector in iG ceed Hh bos BAe hed dw be $1 $ 1 $(Q7 
OTe SEX CHANGE: sg: hivancene Meee one 4 eed ath Sadik on eae oak eied Sas 43 (15) (7) 
OWA aoe, 4. deecoret cote ovata hue epee Bey he Benge Prats ee eid dames eee Aas Bee $44 $(14) $(14) 


Trading Activities: Trading activities are conducted principally through a trading partnership in which the 
Corporation has a 50% voting interest. This consolidated entity operates to generate earnings through various 
strategies primarily using energy-related commodities, securities and derivatives. The Corporation also takes 
trading positions for its own account. The information that follows represents 100% of the trading partnership 
and the Corporation’s proprietary trading accounts. 


The gross volumes of derivative contracts outstanding relating to trading activities at December 31, were as 
follows: 


2012 2011 

Commodity 

Crude oil and refined petroleum products (millions of barrels) .............. 1,179 2,169 

Natural gas (millions of mcf) ......... 0.0... cece eee ees 3,377 4,203 

Electricity (millions of megawatt hours) ............ 0.0.0.0. e eee eee eee ee 19 304 
Foreign exchange (millions of U.S. Dollars) .......... 0.00.0... 000 ce eee eee $ 412 $ 581 
Other 

Interest rate (millions of U.S. Dollars) 0.0.0.0... 00. ce eee $ 167 $ 182 

Equity securities (millions of shares) ........ 0... ce eee eee eee 14 16 


Pre-tax unrealized and realized gains (losses) recorded in Sales and other operating revenues in the 
Statement of Consolidated Income from trading activities amounted to the following: 


2012 2011 2010 


(In millions) 


COMMOMIY 6.024 op srcieAe bates OMe eS Ma aeln a Paw eee e alae aa $104 $44 § 88 
BOPeLSM EXCHANGE 3.528 edie esos gd agigeetels, Welds e SE eee oh Pagrorndl ne aas 3 — 5 
OST cs she Gees Sed oa tesa so Aras os omnes, Secale hp oes eee ot onsite ound Vai eat ese nace 10 (28) 10 

WOUAN Ser etes eaceitae not a Gres Geauga nt eral epee aoe eanata re aeen Rudaniegy ies eee $117 $16 $103 
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Fair Value Measurements: The gross and net fair values of the Corporation’s risk management and 
trading derivative instruments were as follows: 


Accounts Accounts 
Receivable Payable 
(In millions) 
December 31, 2012 
Derivative contracts designated as hedging instruments 
COMMODIY e050 ote erad debit iamnhed Sedans nag ed sade $ 65 $ (124) 
Interest rate and other ...... 0.0... 0. cc cece ee eee eee eee ees 72 (2) 
Total derivative contracts designated as hedging instruments .... 137 (126) 
Derivative contracts not designated as hedging instruments* 
Commodity: 2.0 beside eeees Pied oe dN eR eee a 3,188 (3,188) 
Foreign @xchange a. sc. ng vida Sada eaaceed wine Dedede beaag Sede 14 — 
Other 2 ase heh eee asd Kiaw dd ae heed sees desea ds 14 (8) 
Total derivative contracts not designated as hedging 
INStEUMENES: is2 5 < Bisa oh AG Ree Ald aOR ace Shoda t HE Gare ae 3,216 (3,196) 
Gross fair value of derivative contracts .......... 0.00 e cee eee eee 3,353 (3,322) 
Master netting arrangements ........... 0... cee eee eee eee (2,750) 2,750 
Cash collateral (received) posted ....... 0... cee eee eee (34) 5 
Net fair value of derivative contracts ......... 0... ccc cece eee ee $ 569 =$ (567) 
December 31, 2011 
Derivative contracts designated as hedging instruments 
GOMUMOMIEY e.ik. bya. 5 hed al d guk le Maar th ead lel cae ue, aaa eg a Ra gid en $ 181 $ (216) 
Interest rate and Other. 062.6 ace deitioee 4 beware eee vedas 61 (3) 
Total derivative contracts designated as hedging instruments .... 242 (219) 
Derivative contracts not designated as hedging instruments* 
COMMOGIULY cease bs ee ROWE see eee eb gees 9,350 (9,823) 
POPEIEN CXCNANGS od ioe Sh gas ckce cee acguhsn(piasdualadelane Sep mraracagos-agopignals » 6 (21) 
Omer oi65400846546¢ 45 dd ind todos heehee ge kadiddob tbs 12 (24) 
Total derivative contracts not designated as hedging 
INS(FUMENES: 25.2065. dsb ete ee Sie eee Se eee Ged 9,368 (9,868) 
Gross fair value of derivative contracts .......... 0.00 e cee eee eee 9,610 (10,087) 
Master netting arrangements ............ 0.0.0... eee eee eee ee (7,962) 7,962 
Cash collateral (received) posted ....... 0.0... eee eee (121) 117 
Net fair value of derivative contracts ........ 0.0... c cece eee $ 1,527 $ (2,008) 


* Includes trading derivatives and derivatives used for risk management. 


The Corporation generally enters into master netting arrangements to mitigate counterparty credit risk. 
Master netting arrangements are standardized contracts that govern all specified transactions with the same 
counterparty and allow the Corporation to terminate all contracts upon occurrence of certain events, such as the 
counterparty’s default or bankruptcy. Where these arrangements provide the right of offset and the Corporation’s 
intent and practice is to offset amounts in the case of contract terminations, the Corporation records fair value on 
a net basis. 
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The Corporation determines fair value in accordance with the fair value measurements accounting standard 
which established a hierarchy that categorizes the sources of inputs, which generally range from quoted prices for 
identical instruments in a principal trading market (Level 1) to estimates determined using related market data 
(Level 3). The Corporation’s net physical derivative and financial assets and (liabilities) that are measured at fair 
value based on this hierarchy were as follows: 


Collateral 
and 
counterparty 
Level 1 Level 2 Level 3 netting Balance 
(In millions) 
December 31, 2012 
Assets 
Derivative contracts 
Commodity ........ 0000 c cece eects $ 94 $ 445 $ 243 $ (190) $ 592 
Interest rate and other .............. 0.00000 eee 6 86 1 (1) 92 
Collateral and counterparty netting .............. (23) (54) (4) (34) (115) 
Total derivative contracts ..............000005 77 477 240 (225) 569 
Other assets measured at fair value on a recurring basis . . 5 49 —_— (2) 52 
Total assets measured at fair value on a recurring basis ..$ 82 $ 526 $ 240 $ (227) $ 621 
Liabilities 
Derivative contracts 
COMMOMIY see 5 os sbdedee drew paterne etd eaten t $ (83) $ (657) $ (101) $ 190 $ (651) 
OMG fetis oh a cities d Gaede nctcingud eacaatie tsa Mandcmete ea hal (1) (2) —_— 1 (2) 
Collateral and counterparty netting .............. 23 54 4 5 86 
Total derivative contracts ..............000005 (61) (605) (97) 196 (567) 
Other liabilities measured at fair value on a recurring 
DASIS sce ys. tow St cae se ee Perce Rely Keds. ee aoe (40) (2) (2) 2 (42) 
Total liabilities measured at fair value on a recurring 
IDEISIS) secicressshic av crsts ana des'eecGuttesd sees dates ty SAGE are weave Saeat $ (101) $ (607) $ (99) $ 198 $ (609) 
Other fair value measurement disclosures 
Long=tetin debt™ <2 ic.ccegceu enact en Ginia ee eee eae $ — $(8,887) $ — $ —_ $(8,887) 
December 31, 2011 
Assets 
Derivative contracts 
(COMMOGILY 22 eb:44-8. GS hihi doe liege aes ani $ 135 $1,188 $ 511 $ (67) $ 1,767 
Interest rate and other .................0 0000 ee — 66 — — 66 
Collateral and counterparty netting .............. (33) (148) (4) (121) (306) 
Total derivative contracts ...............00005 102 1,106 507 (188) 1,527 
Other assets measured at fair value on a recurring basis . . 7 34 — (2) 39 
Total assets measured at fair value on a recurring basis ..$ 109 $1,140 $ 507 $ (190) $ 1,566 
Liabilities 
Derivative contracts 
COMMOMILY: sso dinnde 4a ade aes odie haan ee $ (191) $1,501) $ (650) $ 67 $(2,275) 
POre1 sf CX CMAN ge: a.seiaeh 2g aricecnap uacdeg aacdarmatenase gone — (15) — — (15) 
OME TE 3.5 es Sacsacete dn dre ientn RAided ve a Bence OSG — (18) (2) — (20) 
Collateral and counterparty netting .............. 33 148 4 117 302 
Total derivative contracts ...............00085 (158) (1,386) (648) 184 (2,008) 
Other liabilities measured at fair value on a recurring 
ASUS: 5. dspace eeaieere eee Sed ous and tbeatre wears ana — (52) (2) 2 (52) 
Total liabilities measured at fair value on a recurring 
IDASIS© soscia-d eheuli-a Gok -deescacince bck 4 eV aice pte sie dog easiness $ (158) $(1,438) $ (650) $ 186 $(2,060) 
Other fair value measurement disclosures 
Long-term debt® fics o's ce ce pepe aes ota ee eae $ — $(7,317) $ — $ — _ $(7,317) 


* Long-term debt, including current maturities, had a carrying value of $7,361 million and $6,040 million at December 31, 2012 and 2011, 
respectively. 
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In addition to the financial assets and (liabilities) disclosed in the tables above, the Corporation had other 


short-term financial instruments, primarily cash equivalents and accounts receivable and payable, for which the 
carrying value approximated their fair value at December 31, 2012 and December 31, 2011. 


The following table provides total net transfers into and out of each level of the fair value hierarchy: 
2012 2011 


(In millions) 
Transfers into: Level 1) s.3 si.c0.3 os cnt iw G ck bis betes bad eh e eS 4 ae) SRY $ (17) 
Transters: ution evel 1° incor 2. aoe cose ache a mnie Dietenle aides Aue dusceeee nee ne as 210 297 


$ 461 $ 280 


HF 
N 
mn 
aa 


Transfers, into: Level 2 ac. fis aei nds oa cae ek bd HE 6 GaSe dukes Sed SaaS $ (234) $ — 
‘Transfers out of Level. 2)icics coe if eee nd ete oak o 3 es ee es eueed ei ae% (293) (97) 

$ (527) $ (97) 
Transtérs into. Level 3: cox ag ode pate $4eaG ed beak wesw eebaw ein $ 99 $ (114) 
Transfers ut Of Level. 3° sics:e.¢95 (3. ees acpcdee sca evaedes ana) sd aad aie ag aves dea ada alae (33) (69) 


$ 66 $ (183) 


The Corporation’s policy is to recognize transfers in and transfers out as of the end of the reporting period. 


Transfers between levels result from the passage of time as contracts move closer to their maturities, fluctuations 
in the market liquidity for certain contracts and/or changes in the level of significance of fair value measurement 
inputs. 


The following table provides changes in physical derivative and financial assets and liabilities that are 


measured at fair value based on Level 3 inputs: 


2012 2011 
(In millions) 
Balance-at January Wl 2. s¢ o 5s ahd ae rede beatae dee sea dee eak wanes $ (143) $ 412 
Unrealized pre-tax gains (losses) 
Itichided in Garmings (4) 24.42.5044 0sd ceutata sca ee an eeiebeutarsiaes (78) (52) 
Included in other comprehensive income (b) ..............000 0-0 ee 44 25 
PUrChaSes (GC): e:iceccc te aieseng hs wlan oe meds a adhe Sena ndeh mee doen ewes 247 2,294 
Sal€s\(@)> .vevsicivas aa eave ees ee his mew 04 4 PRES Geeks Sd were ee OA (266) (2,524) 
pettlements (0) asd Saiz be hl ha tive a Rake Mieco RA Ruindes elias mane 271 (115) 
‘Transters:into Level3 oc: i369 2eh deb Rese bbe ted dee bh bode eden 99 (114) 
Transfers out Of Level 3. o.cccccice cscs ee sa ea di gee ed cdc aera nue ks cb areacers aoa (33) (69) 
Balancéat Decembér'3 1) «4, Acc. ase: 0s 4s rdw 4 wed eb aieeir ele eeaed So cae $ 141 $ (143) 


(a) 
(b) 


(c) 
(d) 


The unrealized pre-tax gains (losses) included in earnings for 2012 are comprised of $(44) million reflected in Sales and other operating 
revenues and $(34) million reflected in Cost of products sold in the Statement of Consolidated Income. 


The unrealized pre-tax gains (losses) included in Other comprehensive income are reflected in the Net change in fair value of cash flow 
hedges in the Statement of Consolidated Comprehensive Income. 


Purchases and sales primarily represent option premiums paid or received, respectively, during the reporting period. 


Settlements represent realized gains and (losses) on derivatives settled during the reporting period. 


The significant unobservable inputs used in Level 3 fair value measurements for the Corporation’s physical 


commodity contracts and derivative instruments primarily include less liquid delivered locations for physical 
commodity contracts or volatility assumptions for out-of-the-money options. The following table provides 
information about the Corporation’s significant recurring unobservable inputs used in the Level 3 fair value 
measurements. Fair value measurements for all recurring inputs were performed using a combination of market 
and income approach techniques. Natural gas contracts are usually quoted and transacted using basis pricing 
relative to an active pricing location (e.g., Henry Hub), for which price inputs represent the approximate value of 
differences in geography and local market conditions. All other price inputs below represent full contract prices. 
Significant changes in any of the inputs below, independent or correlated, may result in a different fair value. 
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Unit of 
Measurement Range / Weighted Average 
December 31, 2012 
Assets 
Commodity contracts with a fair value of $243 million 
Contract prices 


Crude oil and refined petroleum products ................. $/ bbl (a) $79.35 - 144.27 / 113.06 

1) fe C6) 8 a $/MWH (b) = $23.37 - 79.27 / 40.81 
Basis prices 

Natural gaS .. 0... cet eee e en ees $/MMBTU (c) $(0.47) - 6.66 / 0.39 
Contract volatilities 

Crude oil and refined petroleum products ................. % 23.00 - 27.00 / 26.00 

Natural £88) ss.s.0%-ts % esto toe at ang SE Vase ew hs SESS Shas % 21.00 - 36.00 / 25.00 

ISCIMCHY -scseie ye atees os Rod RARE EG RODS dhs % 18.00 - 40.00 / 28.00 

Liabilities 


Commodity contracts with a fair value of $101 million 
Contract prices 


Crude oil and refined petroleum products ................. $/ bbl (a) $83.49 - 133.38 / 109.94 

BIG CHiGity ai. s.aiac ingest Castes 65.0% eed dacs dpaliiaes dx oe Blades $/MWH (b) — $25.01 - 72.60 / 40.38 
Basis prices 

Nattital Gas) v2 .ceicds oo iene oh as aes Aen eh eS ae Es $/MMBTU (c) $(0.72) - 6.66 / 1.26 
Contract volatilities 

Crude oil and refined petroleum products ................. % 24.00 - 27.00 / 26.00 

Natural £86) cc sita-ced b4scnee odoe wig eat arene haus % 21.00 - 28.00 / 22.00 


(a) Price per barrel. 
(b) Price per megawatt hour. 
(c) Price per million British thermal units. 


Credit Risk: The Corporation is exposed to credit risks that may at times be concentrated with certain 
counterparties, groups of counterparties or customers. Accounts receivable are generated from a diverse domestic 
and international customer base. The Corporation’s net receivables at December 31, 2012 are concentrated with 
the following counterparty and customer industry segments: Integrated Oil Companies —23%, Refiners —15%, 
Government Entities —11%, Real Estate —8%, Services —8% and Manufacturing —6%. The Corporation 
reduces its risk related to certain counterparties by using master netting arrangements and requiring collateral, 
generally cash or letters of credit. The Corporation records the cash collateral received or posted as an offset to 
the fair value of derivatives executed with the same counterparty. At December 31, 2012 and 2011, the 
Corporation held cash from counterparties of $34 million and $121 million, respectively. The Corporation posted 
cash to counterparties at December 31, 2012 and 2011 of $5 million and $117 million, respectively. 


At December 31, 2012, the Corporation had outstanding letters of credit totaling $746 million, primarily issued 
to satisfy margin requirements. Certain of the Corporation’s agreements also contain contingent collateral 
provisions that could require the Corporation to post additional collateral if the Corporation’s credit rating declines. 
As of December 31, 2012, the net liability related to derivatives with contingent collateral provisions was 
approximately $435 million. There was no cash collateral posted on those derivatives. At December 31, 2012, all 
three major credit rating agencies that rate the Corporation’s debt had assigned an investment grade rating. If two of 
the three agencies were to downgrade the Corporation’s rating to below investment grade, as of December 31, 2012, 
the Corporation would be required to post additional collateral of approximately $275 million. 
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21. Subsequent Events 


In January 2013, the Corporation completed the sale of its interests in the Beryl fields in the United 
Kingdom North Sea for cash proceeds of approximately $440 million. The Corporation announced in January 
2013 its decision to cease refining operations at its Port Reading facility in February and pursue the sale of its 
terminal network. 


On January 29, 2013, Elliott Management Corporation (Elliott) sent a letter to Hess shareholders informing 
them that affiliates of Elliott beneficially own 4 percent of the outstanding common stock of the Corporation and 
are nominating five individuals for election as directors at the Corporation’s 2013 Annual Meeting. Among other 
things, Elliott stated its view that Hess should (1) spin off the Corporation’s Bakken assets along with the Eagle 
Ford and Utica acreage; (2) divest the Corporation’s downstream assets and place midstream assets into a master 
limited partnership (MLP) or real estate investment trust (REIT) structure; and (3) divest assets from the 
Corporation’s remaining international portfolio. The Corporation is in the process of reviewing Elliott’s 
proposals with the Board and its advisors and intends to respond in the near future. 
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The Supplementary Oil and Gas Data that follows is presented in accordance with ASC 932, Disclosures 
about Oil and Gas Producing Activities, and includes (1) costs incurred, capitalized costs and results of 
operations relating to oil and gas producing activities, (2) net proved oil and gas reserves and (3) a standardized 
measure of discounted future net cash flows relating to proved oil and gas reserves, including a reconciliation of 
changes therein. 


The Corporation produces crude oil, natural gas liquids and/or natural gas principally in Algeria, Azerbaijan, 
Denmark, Equatorial Guinea, Indonesia, Libya, Malaysia, Norway, Russia, Thailand, the United Kingdom and 
the United States. Exploration activities are also conducted, or are planned, in additional countries. 


Costs Incurred in Oil and Gas Producing Activities 


United Europe Asia and 
For the Years Ended December 31 Total States (d) Africa Other 
(In millions) 

2012 
Property acquisitions (a) 

Unproved o..2221.0% oben iane dean dhd et eh a kigeniins $ 267 $ 1799 $ 78 $ — $ 10 

PHOVEO. .2viea cathe ceamta skit 6 Rate aas Donan nee lons _— — — _— —_— 
Explorationi(D)- « i.442%.2002:34. 0000 ahdtebiaadeaati ae en 1,089 405 89 260 335 
Production and development capital expenditures (c) ........ 7,505 4,236 1,792 506 971 
2011 
Property acquisitions (a) 

TW HPPOV EUs. ctccceniet dpa otesitichy anda en deen areas ane oe $1,224 $ 992 $ — $ — §$ 232 

Proved: s.. 26 cag dodvindistenest caidaiscuadieded Ge totes 122 6 116 — — 
Exploration (BD). cic-c.s-t-4-s.0.t.b-6-3) nade Mientnde: 6d Soege ee oe Se 1,325 525 98 292 410 
Production and development capital expenditures (c) ........ 5,645 2,951 1,734 189 771 
2010 
Property acquisitions (a, e) 

Unproved o¢ s cigsataadachi de sedmie sobs dogectacwsbas $1,887 $1,849 $ 38 $ — $ — 

Proved a. decgae ahve eau). Hea Sada Spkaen Dad a pilaalee.s 1,015 443 572 — —_ 
Exploraion.(D) 224 34 daaeegeendeae ua sa pea kdweeeas whe 915 185 58 164 508 
Production and development capital expenditures (c) ........ 2,654 1,088 850 289 427 


(a) Includes wells, equipment and facilities acquired with proved reserves and excludes properties acquired in non-cash property 
exchanges. 


(b) Includes $319 million, $432 million and $64 million of exploration costs incurred for unconventional assets in 2012, 2011 and 2010, 
respectively. 

(c) Includes $715 million, $972 million and $62 million in 2012, 2011 and 2010, respectively, related to the accruals and revisions for asset 
retirement obligations except obligations acquired in non-cash property exchanges. 


(d) Costs incurred in oil and gas producing activities in Norway, excluding non-monetary exchanges, were as follows for the years ended 
December 31: 


2012 2011 2010 
(In millions) 
Property acquisitions (a) 


UPTV CO, i 35%, 8 asec sos dee cad ecg es Slit a ce stood daub chk eng 8 eA $ — $— $ 14 
PHOVCO, Gh. winless Sa sdsncs goad a ee Steal? Some eaieed eGuide nea _— _— 572 
EXDIOTAUONS Fisk ccna cee ear ere eo mee ware es OS VERGE eo ERO Rae G OE OE _— 10 12 
Production and development capital expenditures* .......0000 0000 eee eee 1,081 741 469 


* Includes accruals and revisions for asset retirement obligations except obligations acquired in non-cash property exchanges. 


(e) In 2010, acquisitions include $652 million, representing the non-cash portion of the purchase price for American Oil & Gas Inc., 
primarily through the issuance of common stock. 
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Unproved properties: icc aes ee aces howe eos BeSSS dea aate goed 
Proved Propemtles:. sis 4 d-sie de Ap e.ckn a nl he Davee ou Reeds Pate besa ee eee 
Wells, equipment and related facilities ... 2.0.0... 0... eee ee eee 


M@tal COStS. sui. sic a, scapaiel sided. dee ag yd neg ah gona! bas See Daehn Soe dw acang adee 
Less: Reserve for depreciation, depletion, amortization and lease impairment . . 


Net capitalized COStS. ¢.cs:4 veined ted es tiwe wea wares ean ede bo eee 


At December 31, 
2012 2011 
(In millions) 
$ 3,558 $ 4,064 

4,072 3,975 
35,385 29,239 
43,015 37,278 
15,558 13,900 

$27,457 $23,378 


Results of Operations for Oil and Gas Producing Activities 


The results of operations shown below exclude non-oil and gas producing activities, primarily gains on sales 
of oil and gas properties, interest expense, gains and losses resulting from foreign exchange transactions and 
other non-operating income. Therefore, these results are on a different basis than the net income from E&P 
operations reported in Management’s Discussion and Analysis of Financial Condition and Results of Operations 
and in Note 18, Segment Information in the notes to the Consolidated Financial Statements. 


United Europe 


Asia and 


For the Years Ended December 31 Total States (a) Africa Other (b) 
(In millions) 
2012 
Sales and other operating revenues 
Unaffiliated customers ........0 0.00. ccc eee eee $10,818 $ 4,029$ 2,460$ 2,545 $ 1,784 
Inter-company ...... 0.0... cece eect ences 75 75 _— — — 
Total revenues .............. 0.0 e eee eee eee eee eee 10,893 4,104 2,460 2,545 1,784 
Costs and expenses 
Production expenses, including related taxes ............... 2,752 957 ~—- 1,013 406 376 
Exploration expenses, including dry holes and lease impairment .. . 1,070 426 71 84 489 
General, administrative and other expenses ................ 314 196 46 17 55 
Depreciation, depletion and amortization .................. 2,853 1,406 466 528 453 
Asset impairments ... 0.0.0... cece eee eens 582 432 119 — 31 
Total costs and expenses ....... 0.0.0 0c cece eee eee eee 7,571 3,417 1,715 1,035 1,404 
Results of operations before income taxes ..............-004- 3,322 687 745 1,510 380 
Provision for income taxes ...........-........-.-.-.--. 1,664 2693334905 156 
Results of operations ........ 0.00 cece eee eee $ 1,658$ 418$ 411$ 605$ 224 
2011 
Sales and other operating revenues 
Unaffiliated customers ....... 00... ee eee $ 9,931 $ 3,255$ 3,019$ 2,081 $ 1,576 
Inter-Company ...ss.0c sso een tes Bers peehe ee hades hoa: 116 116 
‘Total TeVenueS. 6 46.0 s4-ch ceed tha ddeloed dab eawd abet nee 10,047 3,371 3,019 =2,081 1,576 
Costs and expenses 
Production expenses, including related taxes ............... 2,352 660 968 383 341 
Exploration expenses, including dry holes and lease impairment ... 1,195 475 76 231 413 
General, administrative and other expenses ................ 313 190 56 17 50 
Depreciation, depletion and amortization .................. 2,305 800 588 502 415 
Asset impairments 2055s. pads eed is ber aueddaned de gad s 358 16 342 — — 
Total costs and expenses ....... 0.0.0. e ce eee eee eee eee 6,523 2,141 2,030 1,133 1,219 
Results of operations before income taxes ..............-005- 3,524 1,230 989 948 357 
Provision for income taxeS .......... 0... c cece ee eee eee 1,300 473 522 230 75 
Results of operations ... 0.2.0.0... eee cee eee eee $ 2,224$ 757$ 467$ 718$ 282 
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United Europe Asia and 
For the Years Ended December 31 Total States (a) Africa Other (b) 


(In millions) 


2010 
Sales and other operating revenues 
Unaffiliated customers ........ 0.0... cece cece eee eee eae $ 8,601 $ 2,310 $ 2,251 $ 2,750 $ 1,290 
Inter-company 2.0 c0cs4 sense eee eee Shee eae ees 143 143 
Total revenues ........ 0. ccc eee eee eee 8,744 2,453 2,251 2,750 1,290 
Costs and expenses 
Production expenses, including related taxes .............. 1,924 489 727 455 253 
Exploration expenses, including dry holes and lease impairment . . 865 364 49 143 309 
General, administrative and other expenses ............... 281 161 48 20 52 
Depreciation, depletion and amortization ................. 2,222 649 463 772 338 
Asset impairments ....... 0.0.0.0. c cee eee eee 932 — _— 532 — 
Total costs and expenses ......... 00.0: e eee eee eee eee 5,824 1,663 1,287 1,922 952 
Results of operations before income taxes ................-. 2,920 790 964 828 338 
Provision for income taxeS ......... 00. cee eee eens 1,425 305 477 580 63 
Results of operations .... 0... 0... eee eee eee $ 1,495 $ 485 $ 487 $ 248 $ 275 


(a) Results of operations for oil and gas producing activities in Norway were as follows for the years ended December 31: 


2012 2011 2010 


(In millions) 


Sales and other operating revenues—Unaffiliated customers .......0000.00 00000. $518 $996 $524 
Costs and expenses 
Production expenses, including related taxes ......... 0000 302 290 149 
Exploration expenses, including dry holes and lease impairment ............... — 10 12 
General, administrative and other expenses 0... 0.000 cece eee 10 9 9 
Depreciation, depletion and amortization ....06 0000s 139 232 133 
Total: COsts:ANd EXPENSES oss a5 eacainwwe wis ang Mueiaa WN eG A RGA ana aR MSE ES 451 541 303 
Results of operations before income taxeS .. 0... 6. cee 67 455 221 
PrOViSION. JOF INCOME TAXES 5.56 5.5.15: 36 s9in 8:6 nce 404} NH Aa NH BAN aR BR (82) 295 154 
Results: Of ODEPATONG sécu¢. srs ko teiy ans Sian eos Hest 'y A SNR ek Gh heb SAS OM cea, WS $149 $160 $ 67 


(b) Excludes a 2012 income tax charge of $86 million for a disputed application of an international tax treaty. 


Oil and Gas Reserves 


The Corporation’s proved oil and gas reserves are calculated in accordance with the Securities and Exchange 
Commission (SEC) regulations and the requirements of the Financial Accounting Standards Board. Proved oil and gas 
reserves are quantities, which by analysis of geoscience and engineering data, can be estimated with reasonable 
certainty to be economically producible from known reservoirs under existing economic conditions, operating methods 
and government regulations. The Corporation’s estimation of net recoverable quantities of liquid hydrocarbons and 
natural gas is a highly technical process performed by internal teams of geoscience professionals and reservoir 
engineers. Estimates of reserves were prepared by the use of appropriate geologic, petroleum engineering, and 
evaluation principals and techniques that are in accordance with practices generally recognized by the petroleum 
industry as presented in the publication of the Society of Petroleum Engineers entitled “Standards Pertaining to the 
Estimating and Auditing of Oil and Gas Reserves Information (Revision as of February 19, 2007).” The method or 
combination of methods used in the analysis of each reservoir is based on the maturity of the reservoir, the 
completeness of the subsurface data available at the time of the estimate, the stage of reservoir development and the 
production history. Where applicable, reliable technologies may be used in reserve estimation, as defined in the SEC 
regulations. These technologies, including computational methods, must have been field tested and demonstrated to 
provide reasonably certain results with consistency and repeatability in the formation being evaluated or in an 
analogous formation. In order for reserves to be classified as proved, any required government approvals must be 
obtained and depending on the cost of the project, either senior management or the board of directors must commit to 
fund the development. The Corporation’s proved reserves are subject to certain risks and uncertainties, which are 
discussed in Item 1A, Risk Factors Related to Our Business and Operations of this Form 10-K. 
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Internal Controls 


The Corporation maintains internal controls over its oil and gas reserve estimation process which are 
administered by the Corporation’s Senior Vice President of E&P Technology and its Chief Financial Officer. 
Estimates of reserves are prepared by technical staff that work directly with the oil and gas properties using 
standard reserve estimation guidelines, definitions and methodologies. Each year, reserve estimates for a 
selection of the Corporation’s assets are subject to internal technical audits and reviews. In addition, an 
independent third party reserve engineer reviews and audits a significant portion of the Corporation’s reported 
reserves (see below). Reserve estimates are reviewed by senior management and the board of directors. 


Qualifications 


The person primarily responsible for overseeing the preparation of the Corporation’s oil and gas reserves is 
Mr. Scott Heck, Senior Vice President of E&P Technology. Mr. Heck is a member of the Society of Petroleum 
Engineers and has over 30 years of experience in the oil and gas industry with a BS degree in Petroleum 
Engineering. His experience includes over 15 years primarily focused on oil and gas subsurface understanding 
and reserves estimation in both domestic and international areas. The Corporation’s upstream technology 
organization, which Mr. Heck manages, focuses on oil and gas industry subsurface and reservoir engineering 
technologies and evaluation techniques. Mr. Heck is also responsible for the Corporation’s Global Reserves 
group, which is the internal organization responsible for establishing the policies and processes used within the 
operating units to estimate reserves and perform internal technical reserve audits and reviews. 


Reserves Audit 


The Corporation engaged the consulting firm of DeGolyer and MacNaughton (D&M) to perform an audit of 
the internally prepared reserve estimates on certain fields aggregating 76% of 2012 year-end reported reserve 
quantities on a barrel of oil equivalent basis (81% in 2011). The purpose of this audit was to provide additional 
assurance on the reasonableness of internally prepared reserve estimates and compliance with SEC regulations. 
The D&M letter report, dated January 31, 2013, on the Corporation’s estimated oil and gas reserves was prepared 
using standard geological and engineering methods generally recognized in the petroleum industry. D&M is an 
independent petroleum engineering consulting firm that has been providing petroleum consulting services 
throughout the world for over 70 years. D&M’s letter report on the Corporation’s December 31, 2012 oil and gas 
reserves is included as an exhibit to this Form 10-K. While the D&M report should be read in its entirety, the 
report concludes that for the properties reviewed by D&M, the total net proved reserve estimates prepared by 
Hess and audited by D&M, in the aggregate, differed by approximately 1% of total audited net proved reserves 
on a barrel of oil equivalent basis. The report also includes among other information, the qualifications of the 
technical person primarily responsible for overseeing the reserve audit. 


Following are the Corporation’s proved reserves: 


Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
Asia 
United Europe United Europe and 
States (g) Africa Asia Total States (g) Africa (h) Total 
(Millions of barrels) (Millions of mcf) 
Net Proved Developed and Undeveloped 
Reserves 
At January 1,2010 ................. 249 330 314 74 #967 (b) 306 642 ~=1,873 2,821 
Revisions of previous estimates (a) .... 68 14 22 (1) ~ 103 (7) (9) (23) (39) 
Extensions, discoveries and other 
additions ........... 0.0.00 cee 3 19 — 1 23 14 Is 1 30 
Improved recovery ................. 
Purchases of minerals in place ........ 16 150 — — 166 13 129 — 142 
Sales of minerals in place ............ — (13) (25) (5) (43) — (4) (89) (93) 
Production (f) ............00000 2 eee (32) (34) (41) (5) (112) (46) (54) (163) (263) 
At December 31,2010 .............. 304 466 270 64 1,104 (b) 280 719 = 1,599 2,598 
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Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
Asia 
United Europe United Europe and 
States (g) Africa Asia Total States (g) Africa (h) Total 
(Millions of barrels) (Millions of mcf) 
Revisions of previous estimates (a) .... 33 59 (1) (7) 84 36 7 69 112 
Extensions, discoveries and other 
additions ........... 0.0.0 e ce eee 710 7 5 — 82 85 — a 85 
Improved recovery ................. 
Purchases of minerals in place ........ — 30 — — 3 1 6 — 7 
Sales of minerals in place ............ — 7) — — (7) — (135) — (135) 
Production (f) 2.0.02... 00. e cece eee (34) (34) (24) (5) (97) (42) (34) (168) (244) 
At December 31, 2011 .............. 373, 494 250 52 1,169 (b) 360 563 —-1,500 2,423 
Revisions of previous estimates (a) .... 32 (16) (5) 1 12 10 4 42 56 
Extensions, discoveries and other 
ACMIMONS: i ci-y-i.0c0 8 eae ei os Saeed des 108 18 17 #1 144 76 1 171 248 
Improved recovery ................. yi - - — 7 4 — _— 4 
Purchases of minerals in place ........ — - —- — — —_— — _— — 
Sales of minerals in place ............ (2) (49) — — (51) — (192) — (192) 
Production (f) ......... 0.0 e cee eee (45) (31) (28) (6) (110) (50) (19) =(175) (244) 
At December 31, 2012 .............. 473 416 234 48 1,171 (b) 400 (c) 357 = 1,538 2,295 
Net Proved Developed Reserves (d) 
At January 1,2010 ................. 154 171) 241 27 = = =593 205 417 923 1,545 
At December 31,2010 .............. 180 210 215 22 627 199 424 692 1,315 
At December 31, 2011 .............. 190 212 194 25 621 199 273 740 1,212 
At December 31, 2012 .............. 280 181 188 27 #676 232 190 798 1,220 
Net Proved Undeveloped Reserves (e) 
At January 1,2010 ................. 95 159 73 47 374 101 225 950 1,276 
At December 31, 2010 .............. 124 256 55 42 477 81 295 907 1,283 
At December 31, 2011 .............. 183. 282 56 27 8548 161 290 760 1,211 
At December 31,2012 .............. 193 235 46 21 495 168 167 740 1,075 


(a) 


(b) 


(c) 
(d) 


(e) 


() 


Includes the impact of changes in selling prices on the reserve estimates for production sharing contracts with cost recovery provisions. 
Revisions included reductions to crude oil, condensate and natural gas liquids reserves of 2 million barrels, 11 million barrels and 
11 million barrels in 2012, 2011 and 2010, respectively, resulting from higher selling prices. Revisions also included reductions to 
natural gas reserves of 2 million mcf, 83 million mcf and 62 million mcf in 2012, 2011 and 2010, respectively, resulting from higher 
selling prices. 

Includes 8 million barrels in 2012, 10 million barrels in 2011 and 15 million barrels in 2010 of crude oil reserves relating to a 
noncontrolling interest owner of a corporate joint venture. 


Excludes approximately 290 million mcf of carbon dioxide gas for sale or use in company operations. 


Natural gas liquids net proved developed reserves were 76 million barrels, 56 million barrels and 54 million barrels at December 31, 
2012, 2011 and 2010, respectively, and 41 million barrels at January 1, 2010. Natural gas liquids net proved developed reserves in the 
United States were 82%, 74% and 72% at December 31, 2012, 2011 and 2010, respectively. Natural gas liquids net proved developed 
reserves in Norway were 10%, 16% and 17% at December 31, 2012, 2011 and 2010, respectively. 


Natural gas liquids net proved undeveloped reserves were 60 million barrels, 57 million barrels and 48 million barrels at December 31, 
2012, 2011 and 2010, respectively, and 30 million barrels at January 1, 2010. Natural gas liquids net proved undeveloped reserves in 
the United States were 72%, 67% and 58% at December 31, 2012, 2011 and 2010, respectively. Natural gas liquids net proved 
undeveloped reserves in Norway were 25%, 28% and 28% at December 31, 2012, 2011 and 2010, respectively. 


Natural gas production includes volumes used for fuel. 
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(g) Proved reserves in Norway were as follows: 
Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
2012 2011 2010 2012 2011 2010 

(Millions of barrels) (Millions of mcf) 
BUSANUGIVA, succinate eaters tals eon vamcn sale icahenenae 293 264 136 388 404 287 
Revisions of previous estimates 6.6.0... 00 cet eenee — 40 (16) 1 (4) (1) 
Purchases of minerals in place... 0... c ccc eee — — 150 —_ — 130 
Sales of minerals in place .... 0... cece teens (5) (3) _ (165) — _— 
PROGUGHON: oi6. 5366 bnew G 4 Sp aa EDS EDS DEE oa REE OES (4) (8) (6) (5) (12) (12) 
ALDECEMDOP BL ay so.ci coed incisive i tuaidc oR a aenbven in eguhend amine a seeaees 284 293 264 219 388 404 
Net Proved Developed Reserves at December 31] ............... 102 108 97 73 137 157 
Net Proved Undeveloped Reserves at December 31 ............. 182 185 167 146 251 247 


(h) Natural gas reserves in Africa were 142 million mcf in 2012, 71 million mcf in 2011 and 63 million mcf in 2010. 
Proved undeveloped reserves 

The December 31, 2012 oil and gas reserve estimates disclosed above include 495 million barrels of liquid 
hydrocarbons and 1,075 million mef of natural gas, or an aggregate of 674 million barrels of oil equivalent (boe), 
classified as proved undeveloped reserves. Overall volumes of proved undeveloped reserves decreased by 
76 million boe compared with year-end 2011. Additions and revisions in proved undeveloped reserves from 
existing fields amounted to 37 million boe, primarily in the United States, Indonesia and Russia. These increases 
resulted from ongoing technical assessments, performance evaluations and development activities. In 2012, 
55 million boe were converted from proved undeveloped reserves to proved developed reserves resulting from 
continuing development activity and new wells principally in North Dakota, Texas and the Gulf of Mexico in the 
United States, Libya, Indonesia, Equatorial Guinea and at the Joint Development Area of Malaysia/Thailand 
(JDA). The Corporation estimates that capital expenditures of $734 million were incurred to convert proved 
undeveloped reserves to proved developed reserves during 2012. Dispositions of assets in 2012 further reduced 
proved undeveloped reserves by 59 million boe. 


The Corporation is involved in multiple long-term projects that have staged developments. Certain of these 
projects have proved reserves, which have been classified as undeveloped for a period in excess of five years, 
totaling 103 million boe or 7% of total 2012 proved reserves. Most of the proved undeveloped reserves in excess 
of five years relate to five offshore producing assets. As discussed below, natural gas projects at the JDA, Natuna 
and Pangkah are being developed in phases to meet long-term natural gas sales contracts and oil and gas projects 
at the Valhall Field in Norway and the Azeri-Chirag-Guneshli fields in Azerbaijan are being developed in phases. 
A summary of the development status of each of the five projects follows: 

e JDA — This natural gas project in the Gulf of Thailand currently has a central processing platform and 
nine wellhead platforms. Two additional wellhead platforms are currently under construction and the 
twelfth is in the process of being sanctioned. In addition, a major investment in compression equipment 
was sanctioned in 2012. 

e Natuna A — This natural gas project offshore Sumatra, Indonesia currently has two wellhead 
platforms, two central processing facilities and a floating storage and offloading vessel. Additional 
wellhead platforms and subsea well tie-backs are planned to satisfy gas sales contracts. 

e Pangkah — This natural gas and oil project offshore Java, Indonesia currently has a central processing 
platform, accommodation and utility platform, two producing offshore wellhead platforms and onshore 
production facilities. Further development drilling is planned. 

e  -Valhall — The multi-year Valhall Redevelopment project (VRD) was completed in early 2013. The 
project included the installation of a new production, utilities and accommodation platform, and 
expansion of gross production capacity to 120,000 barrels of liquids per day and 143,000 mcf of 
natural gas per day. In July 2012, the field was shut-in to complete the installation and commissioning 
of the new facilities and production resumed in January 2013. The operator plans a multi-year 
development drilling program commencing in 2013. 

e  Azeri-Chirag-Guneshli — This oil project offshore Azerbaijan in the Caspian Sea has seven 
operational platforms that have been completed over multiple phases of development. This asset is 
classified as held for sale at December 31, 2012. 
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Production sharing contracts 


The Corporation’s proved reserves include crude oil and natural gas reserves relating to long-term 
agreements with governments or authorities in which the Corporation has the legal right to produce or has a 
revenue interest in the production. Proved reserves from these production sharing contracts for each of the three 
years ended December 31, 2012 are presented separately below, as well as volumes produced and received 
during 2012, 2011 and 2010 from these production sharing contracts. 


Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
Asia 
United United and 
States Europe Africa Asia Total States Europe Africa Total 
(Millions of barrels) = = ~~~ (Millions of mcf) 
Production Sharing Contracts 
Proved Reserves* 
At December 31,2010 ............ — — 108 57 165 — — 1,316 1,316 
At December 31, 2011 ............ — — 89 46 = 135 — — 1,230 1,230 
At December 31,2012 ............ — — 76 40 116 — — 1,183 1,183 
Production 
AMO! 2 esos! snantcs aise Beast bith aeacloueptadseactate — — 33 4 37 — — 130 130 
DOU e553 tien 3S esheets weeks Gere bie — — 23 4 27 — — 136 136 
DOUX Ginn cos ae fees eneoitea eee eae — — 20 6 26 — — 137 137 


* Includes natural gas liquids of 5 million barrels in 2012, 5 million barrels in 2011 and 7 million barrels in 2010. 


Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves 


Future net cash flows are calculated by applying prescribed oil and gas selling prices used in determining 
year-end reserve estimates (adjusted for price changes provided by contractual arrangements) to estimated future 
production of proved oil and gas reserves, less estimated future development and production costs, which are 
based on year-end costs and existing economic assumptions. Future income tax expenses are computed by 
applying the appropriate year-end statutory tax rates to the pre-tax net cash flows relating to the Corporation’s 
proved oil and gas reserves. Future net cash flows are discounted at the prescribed rate of 10%. The discounted 
future net cash flow estimates do not include exploration expenses, interest expense or corporate general and 
administrative expenses. The selling prices of crude oil and natural gas are highly volatile. The prices which are 
required to be used for the discounted future net cash flows do not include the effects of hedges and may not be 
representative of future selling prices. The future net cash flow estimates could be materially different if other 
assumptions were used. 
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United 
At December 31 Total States Europe* Africa Asia 


(In millions) 


2012 
Future revenues ....... 00.0 eee ene eee $126,603 $39,900 $44,387 $27,162 $15,154 
Less: 
Future production costS 2... .... 0. cee eee eee 32,529 12,603 13,277 3,547 3,102 
Future development costs .............00.0e eee eee 17,363 6,465 6,648 1,623 2,627 
Future income tax expenses ......... 0.0.0 c ee eee eee 44,201 7,686 16,273 17,510 2,732 
94,093 26,754 36,198 22,680 8,461 
Future net cash flows ...... 0.0.0... ccc cee eee 32,510 13,146 8,189 4,482 6,693 
Less: Discount at 10% annual rate ................2005. 11,951 5,906 2,683 1,109 2,253 
Standardized measure of discounted future net cash flows ..... $ 20,559 $ 7,240 $ 5,506 $ 3,373 $ 4,440 
2011 
Future revenueS ...... 0.0... ccc cece ee eee tere ee eeee $126,874 $33,225 $50,876 $27,299 $15,474 
Less: 
Future production costs 2.6... ... 0. cece eee eee 31,517 9,220 16,020 3,455 2,822 
Future development costs .......... 00.0 e eee eee eee 17,858 5,854 7,751 1,761 2,492 
Future income tax expenses ......... 0.00. cece ee eee 43,008 7,022 16,368 16,933 2,685 
92,383 22,096 40,139 22,149 7,999 
Future net:cash flows. << asi adevddcew se eoebeseerenss 34,491 11,129 10,737 5,150 7,475 
Less: Discount at 10% annual rate ..................05. 14,753 6,190 4,599 1,488 2,476 
Standardized measure of discounted future net cash flows ..... $ 19,738 $ 4,939 $ 6,138 $ 3,662 $ 4,999 
2010 
Future revenues ...... 0.0... cece cee eee eee e ee eeee $ 91,336 $21,112 $36,157 $21,150 $12,917 
Less: 
Future production costs 2.0... 0... cece eee eee 21,635 6,155 9,536 3,332 2,612 
Future development costs ........... 0.0 ce eee eee eee 13,554 3,178 6,534 1,269 2,573 
Future income tax expenses ......... 0.0.0 c eee ee eee 30,250 4,423 11,745 12,173 1,909 
65,439 13,756 27,815 16,774 7,094 
Future Net: CasbtHloOws! c..c-ss2cadss- seers csserece uct ead eacee awe & 25,897 7,356 8,342 4,376 5,823 
Less: Discount at 10% annual rate .................005. 10,195 3,764 3,361 1,028 2,042 
Standardized measure of discounted future net cash flows ..... $ 15,702 $ 3,592 $ 4,981 $ 3,348 $ 3,781 
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* At December 31, the standardized measure of discounted future net cash flows relating to proved reserves in Norway were as follows: 


2012 2011 2010 
(In millions) 
PLP POV ETS ae aob sta cn eG we kate a as he a 8 hd ards Wiad a S68 Ale adie mach Bla Awa ky $33,974 $34,495 $23,115 
Less: 
Futile POAUCTION COSES: a. .35..6:5. appet- aXe hh htens Guam aelsoway hua eh BRS eR A 9,734 10,596 4,399 
Future: development COStS sc. s.isa aversive nacre a ainan ad acaeinm daveniain eaverts 4,507 4,270 3,426 
FULUT) INCOME TAX EXPENSES «6.5 6a xvessis SRE AE REG RE 8B RR ADEM REE OS 14,976 13,247 9,908 
29,217 28,113 17,733 
PULTE NEL COSI LOWS 39.20.59 cae hoes 4 epic 8 BWR AEK SQA AOEG ELON As AONB AAs 4,757 6,382 5,382 
Less: Discount at 10% annual rate 2.0... cc eens 1,587 2,795 2,156 
Standardized measure of discounted future net cash flows ..........0.....4 $ 3,170 $ 3,627 $ 3,226 


Changes in Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves 


For the Years Ended December 31 


Standardized measure of discounted future net cash flows at January 1 ......... 


Changes during the year 
Sales and transfers of oil and gas produced during the year, net of production 


costs 


Development costs incurred during year ........ 0.0.0.0... eee eee eee ee 
Net changes in prices and production costs applicable to future production .... 
Net change in estimated future development costs ...................000. 
Extensions and discoveries (including improved recovery) of oil and gas reserves, 


less:telated: COStS: g.c ikea ga ceive. de wedales snp sace dabidvgubcw cy SescecieBlace: ened es pus dre’ 


Revisions of previous oil and gas reserve estimates ..................000. 
Net purchases (sales) of minerals in place, before income taxes ............. 
Accretion: Of GISCOUNE 3.03.4 c.ace2uona eeand ae Daa Sed each ade ace Race Re are 
Net change in income taxes ....... 0... eect ene eens 
Revision in rate or timing of future production and other changes ........... 


TL OGAL Nescpcte ects eas aeeracd delet opted theceath a2 albiacla asl dpe este tp destense ent Sueeseeiaen ade 


2012 2011 2010 


(In millions) 


$19,738 $15,702 $11,401 


(8,141) (7,695) (6,820) 
6,790 4,673 2,592 
1,678 9,233 7,970 

(2,181) (1,963) (1,678) 


3,612 1,040 356 
1,890 2,587 1,885 
(1,856) (398) 3,193 
4,032 3,096 2,011 
(1,906) (5,234) (5,848) 
(3,097) (1,303) 640 


821 4,036 4,301 


$20,559 $19,738 $15,702 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
QUARTERLY FINANCIAL DATA (UNAUDITED) 


Following are quarterly results of operations: 


Net Net Income (Loss) 
Sales and Income (Loss) Per Share 
Other Attributable to __ Attributable to 
Operating Gross Hess Hess Corporation 
Revenues Profit (a) Corporation Basic Diluted 
(In millions, except per share amounts) 
2012 
BiG SC* 52 ont2siccacetihes, ds eartiee tec $ 9,682 $ 1,357 $ 545 (b) $ 1.61 $ 1.60 
SeCONd 3.02 Gawd ica dare te ged 9,304 1,524 549 (c) 1.62 1.61 
Third ..............00005. 9,194 1,207 557 (d) 1.65 1.64 
Fourth 2.054006 8 s0c4ebvinek 9,511 1,164 374 (e) 1.10 1.10 
2011 
Birst. ioe tavi decane’ $10,215 $ 1,761 $ 929 (f) $ 2.77 $ 2.74 
Second ...........00000ee 9,853 1,536 607 1.80 1.78 
TRUE jc i5 eh beededadde des 8,665 622 298 (g) 0.89 0.88 
Fourth ...............005. 9,733 1,417 (131)(h) (0.39) (0.39) 


(a) 


(b) 
(c) 
(d) 


(e) 


(f) 
(g) 


(h) 


Gross profit represents Sales and other operating revenues, less Cost of products sold, Production expenses, Marketing expenses, Other 
operating expenses, Depreciation, depletion and amortization and Asset impairments. 


Includes an after-tax gain of $36 million related to an asset sale. 
Includes an after-tax charge of $36 million related to an asset impairment. 


Includes an after-tax gain of $349 million related to an asset sale, partially offset by after-tax charges of $116 million for asset 
impairments and $56 million to write off the Corporation's exploration assets in Peru and an income tax charge of $115 million to 
reflect a change in the United Kingdom supplementary income tax rate applicable to deductions for dismantlement expenditures. 


Includes an after-tax charge of $192 million for an asset impairment, an income tax charge of $86 million and after-tax charges of $33 
million for asset impairments and other charges, partially offset by an after-tax gain of $172 million related to an asset sale and after-tax 
income of $104 million from the partial liquidation of LIFO inventories. 


Includes an after-tax gain of $310 million related to asset sales. 


Includes an after-tax charge of $140 million related to asset impairments and an income tax charge of $29 million for an increase in the 
United Kingdom supplementary tax rate, partially offset by after-tax gains of $103 million related to asset sales. 


Includes an after-tax charge of $525 million related to the shutdown of the HOVENSA L.L.C. (HOVENSA) refinery in St. Croix, U.S. 
Virgin Islands. 


The results of operations for the periods reported herein should not be considered as indicative of future 


operating results. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 


None. 


Item 9A. Controls and Procedures 


Based upon their evaluation of the Corporation’s disclosure controls and procedures (as defined in 
Exchange Act Rules 13a-15(e) and 15d-15(e)) as of December 31, 2012, John B. Hess, Chief Executive Officer, 
and John P. Rielly, Chief Financial Officer, concluded that these disclosure controls and procedures were 
effective as of December 31, 2012. 


There was no change in internal controls over financial reporting identified in the evaluation required by 
paragraph (d) of Rules 13a-15 or 15d-15 in the quarter ended December 31, 2012 that has materially affected, or 
is reasonably likely to materially affect, internal controls over financial reporting. 


Management’s report on internal control over financial reporting and the attestation report on the 
Corporation’s internal controls over financial reporting are included in Item 8 of this annual report on 
Form 10-K. 


Item 9B. Other Information 


None. 
PART III 


Item 10. Directors, Executive Officers and Corporate Governance 


Information relating to Directors is incorporated herein by reference to “Election of Directors” from the 
Registrant’s definitive proxy statement for the 2013 annual meeting of stockholders. 


The Corporation has adopted a Code of Business Conduct and Ethics applicable to the Corporation’s 
directors, officers (including the Corporation’s principal executive officer and principal financial officer) and 
employees. The Code of Business Conduct and Ethics is available on the Corporation’s website. In the event that 
we amend or waive any of the provisions of the Code of Business Conduct and Ethics that relate to any element 
of the code of ethics definition enumerated in Item 406(b) of Regulation S-K, we intend to disclose the same on 
the Corporation’s website at www.hess.com. 


Information relating to the audit committee is incorporated herein by reference to “Election of Directors” 
from the registrant’s definitive proxy statement for the 2013 annual meeting of stockholders. 
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Executive Officers of the Registrant 


The following table presents information as of February 1, 2013 regarding executive officers of the 
Registrant: 


Year Individual 


Became an 
Executive 
Name Age Office Held* Officer 
John B. Hess ........... 58 Chairman of the Board, Chief Executive Officer and 1983 
Director 
Gregory P. Hill ......... 51 Executive Vice President and President of Worldwide 2009 
Exploration and Production and Director 
F. Borden Walker ....... 59 Executive Vice President and President of Marketing and 1996 
Refining and Director 
Timothy B. Goodell ..... 55 Senior Vice President and General Counsel 2009 
Lawrence H. Ornstein.... 61 Senior Vice President 1995 
John P. Rielly .......... 50 Senior Vice President and Chief Financial Officer 2002 
John J. Scelfo .......... 55 Senior Vice President 2004 
Mykel J. Ziolo .......... 60 Senior Vice President 2009 
Robert M. Biglin........ 48 Vice President and Treasurer 2010 


* All officers referred to herein hold office in accordance with the By-laws until the first meeting of the Directors following the annual 
meeting of stockholders of the Registrant and until their successors shall have been duly chosen and qualified. Each of said officers was 
elected to the office opposite his name on May 2, 2012. 


Except for Messrs. Hill and Goodell, each of the above officers has been employed by the Registrant or its 
subsidiaries in various managerial and executive capacities for more than five years. Prior to joining the 
Corporation, Mr. Hill served in senior executive positions in exploration and production operations at Royal 
Dutch Shell and its subsidiaries, where he was employed for 25 years. Before joining the Corporation in 2009, 
Mr. Goodell was a partner in the law firm of White & Case LLP. 


Item 11. Executive Compensation 


Information relating to executive compensation is incorporated herein by reference to “Election of 
Directors — Executive Compensation and Other Information,” from the Registrant’s definitive proxy statement 
for the 2013 annual meeting of stockholders. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters 


Information pertaining to security ownership of certain beneficial owners and management is incorporated 
herein by reference to “Election of Directors — Ownership of Voting Securities by Certain Beneficial Owners” 
and “Election of Directors — Ownership of Equity Securities by Management” from the Registrant’s definitive 
proxy statement for the 2013 annual meeting of stockholders. 


See Equity Compensation Plans in Item 5 for information pertaining to securities authorized for issuance 
under equity compensation plans. 
Item 13. Certain Relationships and Related Transactions, and Director Independence 

Information relating to this item is incorporated herein by reference to “Election of Directors” from the 
Registrant’s definitive proxy statement for the 2013 annual meeting of stockholders. 
Item 14. Principal Accounting Fees and Services 

Information relating to this item is incorporated by reference to “Ratification of Selection of Independent 


Auditors” from the Registrant’s definitive proxy statement for the 2013 annual meeting of stockholders. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules 
(a) 1. and 2. Financial statements and financial statement schedules 
The financial statements filed as part of this Annual Report on Form 10-K are listed in the accompanying 
index to financial statements and schedules in Item 8, Financial Statements and Supplementary Data. 
3. Exhibits 


3(1) Restated Certificate of Incorporation of Registrant, including amendment thereto dated 
May 3, 2006 incorporated by reference to Exhibit 3 of Registrant’s Form 10-Q for the 
three months ended June 30, 2006. 


3(2) By-laws of Registrant incorporated by reference to Exhibit 3(1) of Form 8-K of Registrant 
dated February 2, 2011. 
4(1) Five-Year Credit Agreement dated as of April 14, 2011, among Registrant, certain 


subsidiaries of Registrant, J.P. Morgan Chase Bank, N.A. as lender and administrative agent, 
and the other lenders party thereto, incorporated by reference to Exhibit 10(1) of Form 8-K 
of Registrant dated April 14, 2011. 

4(2) Indenture dated as of October 1, 1999 between Registrant and The Chase Manhattan Bank, 
as Trustee, incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the 
three months ended September 30, 1999. 

4(3) First Supplemental Indenture dated as of October 1, 1999 between Registrant and The Chase 
Manhattan Bank, as Trustee, relating to Registrant’s 73/,% Notes due 2009 and 77/,% Notes 
due 2029, incorporated by reference to Exhibit 4(2) to Form 10-Q of Registrant for the 
three months ended September 30, 1999. 

4(4) Prospectus Supplement dated August 8, 2001 to Prospectus dated July 27, 2001 relating to 
Registrant’s 5.30% Notes due 2004, 5.90% Notes due 2006, 6.65% Notes due 2011 and 
7.30% Notes due 2031, incorporated by reference to Registrant’s prospectus filed pursuant to 
Rule 424(b)(2) under the Securities Act of 1933 on August 9, 2001. 

4(5) Prospectus Supplement dated February 28, 2002 to Prospectus dated July 27, 2001 relating 
to Registrant’s 7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus 
filed pursuant to Rule 424(b)(2) under the Securities Act of 1933 on March 1, 2002. 

4(6) Indenture dated as of March 1, 2006 between Registrant and The Bank of New York Mellon 
as successor to JP Morgan Chase, as Trustee, including form of Note. Incorporated by 
reference to Exhibit 4 to Registrant’s Form S-3ASR filed with the Securities and Exchange 
Commission on March 1, 2006. 

4(7) Form of 2014 Note issued pursuant to Indenture, dated as of March 1, 2006, among 
Registrant and The Bank of New York Mellon, as successor to JP Morgan Chase as Trustee. 
Incorporated by reference to Exhibit 4(1) to Registrant’s Form 8-K filed with the Securities 
and Exchange Commission on February 4, 2009. 

4(8) Form of 2019 Note issued pursuant to Indenture, dated as of March 1, 2006, among 
Registrant and The Bank of New York Mellon, as successor to JP Morgan Chase, as Trustee. 
Incorporated by reference to Exhibit 4(2) to Registrant’s Form 8-K filed with the Securities 
and Exchange Commission on February 4, 2009. 


4(9) Form of 6.00% Note, incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant 
filed on December 15, 2009. 
4(10) Form of 5.60% Note incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant 


filed on August 12, 2010. Other instruments defining the rights of holders of long-term debt 
of Registrant and its consolidated subsidiaries are not being filed since the total amount of 
securities authorized under each such instrument does not exceed 10 percent of the total 
assets of Registrant and its subsidiaries on a consolidated basis. Registrant agrees to furnish 
to the Commission a copy of any instruments defining the rights of holders of long-term debt 
of Registrant and its subsidiaries upon request. 

10(1) Extension and Amendment Agreement between the Government of the Virgin Islands and 
Hess Oil Virgin Islands Corp. incorporated by reference to Exhibit 10(4) of Form 10-Q of 
Registrant for the three months ended June 30, 1981. 

10(2) Restated Second Extension and Amendment Agreement dated July 27, 1990 between Hess 
Oil Virgin Islands Corp. and the Government of the Virgin Islands incorporated by reference 
to Exhibit 19 of Form 10-Q of Registrant for the three months ended September 30, 1990. 
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10(3) 


10(4) 


10(5)* 
10(6)* 
10(7)* 


10(8)* 


10(9)* 
10(10)* 


10(11)* 


10(12)* 


10(13)* 
10(14)* 


10(15)* 


10(16)* 


10(17)* 


10(18)* 


10(19) 


10(20)* 


10(21)* 


10(22)* 


Technical Clarifying Amendment dated as of November 17, 1993 to Restated 
Second Extension and Amendment Agreement between the Government of the Virgin 
Islands and Hess Oil Virgin Islands Corp. incorporated by reference to Exhibit 10(3) of 
Form 10-K of Registrant for the fiscal year ended December 31, 1993. 

Third Extension and Amendment Agreement dated April 15, 1998 and effective October 30, 
1998 among Hess Oil Virgin Islands Corp., PDVSA V.I., Inc., HOVENSA L.L.C. and the 
Government of the Virgin Islands incorporated by reference to Exhibit 10(4) of Form 10-K 
of Registrant for the fiscal year ended December 31, 1998. 

Incentive Cash Bonus Plan description incorporated by reference to Item 5.02 of Form 8-K 
of Registrant filed on March 13, 2012. 

Financial Counseling Program description incorporated by reference to Exhibit 10(6) of 
Form 10-K of Registrant for fiscal year ended December 31, 2004. 

Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) 
of Form 10-K of Registrant for fiscal year ended December 31, 2006. 

Performance Incentive Plan for Senior Officers, as amended, as approved by stockholders on 
May 4, 2011, incorporated by reference to Annex A to the definitive proxy statement of the 
Registrant dated March 25, 2011. 

Hess Corporation Pension Restoration Plan dated January 19, 1990 incorporated by reference 
to Exhibit 10(9) of Form 10-K of Registrant for the fiscal year ended December 31, 1989. 
Amendment dated December 31, 2006 to Hess Corporation Pension Restoration Plan 
incorporated by reference to Exhibit 10(10) of Form 10-K of Registrant for fiscal year ended 
December 31, 2006. 

Letter Agreement dated May 17, 2001 between Registrant and John P. Rielly relating to 
Mr. Rielly’s participation in the Hess Corporation Pension Restoration Plan, incorporated by 
reference to Exhibit 10(18) of Form 10-K of Registrant for the fiscal year ended 
December 31, 2002. 

Second Amended and Restated 1995 Long-term Incentive Plan, including forms of awards 
thereunder incorporated by reference to Exhibit 10(11) of Form 10-K of Registrant for fiscal 
year ended December 31, 2004. 

2008 Long-term Incentive Plan, incorporated by reference to Annex B to Registrant’s 
definitive proxy statement filed on March 27, 2008. 

First Amendment dated March 3, 2010 and approved May 5, 2010 to Registrant’s 2008 
Long-term Incentive Plan, incorporated by reference to Annex B of Registrant’s definitive 
proxy statement dated March 25, 2010. 

Forms of Awards under Registrant’s 2008 Long-term Incentive Plan incorporated by 
reference to Exhibit 10(14) of Registrant’s Form 10-K for the fiscal year ended 
December 31, 2009. 

Form of Performance Award Agreement under Registrant’s 2008 Long-term Incentive Plan 
incorporated by reference to Exhibit 10(2) of Form 8-K of Registrant filed on March 13, 
2012. 

Modified Form of Restricted Stock Award Agreement under Registrant’s 2008 Long-term 
Incentive Plan incorporated by reference to Exhibit 10(3) of Form 8-K of Registrant filed on 
March 13, 2012. 

Second Amendment dated March 23, 2012 and approved May 2, 2012 to Registrant’s 2008 
Long-term Incentive Plan, incorporated by reference to Annex A of Registrant’s definitive 
proxy statement dated March 23, 2012. 

Compensation program description for non-employee directors, incorporated by reference to 
Item 1.01 of Form 8-K of Registrant filed on January 4, 2007. 

Amended and Restated Change of Control Termination Benefits Agreement dated as of 
May 29, 2009 between Registrant and F. Borden Walker, incorporated by reference to 
Exhibit 10(1) of Form 10-Q of Registrant for the three months ended June 30, 2009. A 
substantially identical agreement (differing only in the signatories thereto) was entered into 
between Registrant and John B. Hess. 

Change of Control Termination Benefits Agreement dated as of May 29, 2009 between 
Registrant and John P. Rielly incorporated by reference to Exhibit 10(17) of Registrant’s 
Form 10-K for the fiscal year ended December 31, 2009. Substantially identical agreements 
(differing only in the signatories thereto) were entered into between Registrant and other 
executive officers (including the named executive officers, other than those referred to in 
Exhibit 10(17)). 

Letter Agreement dated March 18, 2002 between Registrant and F. Borden Walker relating 
to Mr. Walker’s participation in the Hess Corporation Pension Restoration Plan incorporated 
by reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended 
December 31, 2001. 
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10(23)* Agreement between Registrant and Gregory P. Hill relating to his compensation and other 
terms of employment, incorporated by reference to Item 5.02 of Form 8-K of Registrant filed 
January 7, 2009. 


10(24)* Agreement between Registrant and Timothy B. Goodell relating to his compensation and 
other terms of employment incorporated by reference to Exhibit 10(20) of Registrant’s 
Form 10-K for the fiscal year ended December 31, 2009. 


10(25)* Deferred Compensation Plan of Registrant dated December 1, 1999 incorporated by 
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended 
December 31, 1999. 


10(26) Asset Purchase and Contribution Agreement dated as of October 26, 1998, among 
PDVSA V.L, Inc., Hess Oil Virgin Islands Corp. and HOVENSA L.L.C. (including Glossary 
of definitions) incorporated by reference to Exhibit 2.1 of Form 8-K of Registrant filed on 
November 13, 1998. 


10(27) Amended and Restated Limited Liability Company Agreement of HOVENSA L.L.C. dated 
as of October 30, 1998 incorporated by reference to Exhibit 10.1 of Form 8-K of Registrant 
filed on November 13, 1998. 


21 Subsidiaries of Registrant. 


23(1) Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm, dated 
February 28, 2013, to the incorporation by reference in Registrant’s Registration Statements 
(Form S-3 No. 333-179744, and Form S-8 Nos. 333-43569, 333-94851, 333-115844, 
333-150992, 333-167076 and 333-181704), of its reports relating to Registrant’s financial 


statements. 

23(2) Consent of DeGolyer and MacNaughton dated February 28, 2013. 

31(1) Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 

31(2) Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 

32(1) Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 


(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States 
Code (18 U.S.C. 1350). 


32(2) Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States 
Code (18 U.S.C. 1350). 


99(1) Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering 
Consulting Firm, dated January 31, 2013, on proved reserves audit as of December 31, 2012 
of certain properties attributable to Registrant. 


101€INS) XBRL Instance Document 

101(SCH) XBRL Schema Document 

101(CAL) XBRL Calculation Linkbase Document 
101(LAB) XBRL Labels Linkbase Document 
101(PRE) XBRL Presentation Linkbase Document 
101(DEF) XBRL Definition Linkbase Document 


* These exhibits relate to executive compensation plans and arrangements. 


(b) Reports on Form 8-K 


During the three months ended December 31, 2012, Registrant filed or furnished the following report on 
Form 8-K: 


1. Filing dated November 2, 2012 reporting under Items 2.02 and 9.01, a news release dated November 2, 
2012 reporting results for the third quarter of 2012 and furnishing under Items 7.01 and 9.01 the 
prepared remarks of John B. Hess, Chairman of the Board of Directors and Chief Executive Officer of 
Hess Corporation, at a public conference call held November 2, 2012. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized, on the 28th day of February 2013. 


HESS CORPORATION 
(Registrant) 


By /S/__JOHN P. RIELLY 


(John P. Rielly) 
Senior Vice President and 
Chief Financial Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated. 


Signature Title Date 
/s/_ JOHN B. HEss Director, Chairman of the Board and February 28, 2013 
John B. Hess Chief Executive Officer 
(Principal Executive Officer) 
/s/ SAMUEL W. BODMAN Director February 28, 2013 
Samuel W. Bodman 
/s/_ NICHOLAS F. BRADY Director February 28, 2013 
Nicholas F. Brady 
/s/ GREGORY P. HILL Director February 28, 2013 
Gregory P. Hill 
/s/_ EptItrH E. HOLIDAY Director February 28, 2013 
Edith E. Holiday 
/s/_ THOMAS H. KEAN Director February 28, 2013 
Thomas H. Kean 
/s/_ RISA LAVIZZO-MOUREY Director February 28, 2013 
Risa Lavizzo-Mourey 
/s/ CRAIG G. MATTHEWS Director February 28, 2013 
Craig G. Matthews 
/s/_ JOHN H. MULLIN Director February 28, 2013 
John H. Mullin 
/s/_ SAMUEL A. NUNN Director February 28, 2013 
Samuel A. Nunn 
/s/ FRANK A. OLSON Director February 28, 2013 
Frank A. Olson 
/s/_ JOHN P. RIELLY Senior Vice President and Chief February 28, 2013 
John P. Rielly Financial Officer 
(Principal Financial and Accounting Officer) 
/s/ ERNST H. VON METZSCH Director February 28, 2013 
Ernst H. von Metzsch 
/s/_ F. BORDEN WALKER Director February 28, 2013 
F. Borden Walker 
/s/_ ROBERT N. WILSON Director February 28, 2013 


Robert N. Wilson 
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Schedule II 
HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
VALUATION AND QUALIFYING ACCOUNTS 
For the Years Ended December 31, 2012, 2011 and 2010 


Additions 
Charged 
to Costs Charged Deductions 
Balance and to Other from Balance 
Description January 1 Expenses Accounts Reserves December 31 
(In millions) 
2012 
Losses on receivables ............ 0.0000 00008 $ 55 $ — $ — §$ 21 $ 34 
Deferred income tax valuation................. $ 1,071 $ 248 $ — §$ 37 «$= «1,282 
2011 
Losses on receivables ..............0.00 00008 $ 58 §$ 4 $ 1 $ 8 $ 55 
Deferred income tax valuation................. $ 444 $ 648 $ — §$ 21 $ 1,071 
2010 
Losses on receivables ..............0 0000000 $ 54 §$ 9 $ 1 $ 6 $ 58 
Deferred income tax valuation................. $ 500 $ 135 $ — §$ 191 $ 444 
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Report of Independent Auditors 


The Members 
HOVENSA L.L.C. 


We have audited the accompanying balance sheet of HOVENSA L.L.C. (“the Company”) as of 
December 31, 2011, and the related statements of operations, comprehensive loss and (accumulated deficit) 
retained earnings, and cash flows for each of the two years in the period ended December 31, 2011. These 
financial statements are the responsibility of the Company’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. We were not engaged to perform an audit of the 
Company’s internal control over financial reporting. Our audits included consideration of internal control over 
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial 
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, and evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of HOVENSA L.L.C. at December 31, 2011, and the results of its operations and its cash flows for each 
of the two years in the period ended December 31, 2011 in conformity with U.S. generally accepted accounting 
principles. 


Bret ¥ LLP 


February 27, 2012 
New York, New York 
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HOVENSA L.L.C. 


BALANCE SHEETS 
(Dollars in thousands) 


ASSETS 
CURRENT ASSETS 
Cash and cash equivalents ...... 0... 2 ee eect eee 
DEDPSERVICE TUNG) ja 5:)sos; acti a aitaegnt ele Gm heaeat doarleadedoqce gee alec aided aaag Navas Ree 


OUMEE oe acaes B ataetiens St aninsd es ars artedee Med teen ete, eos etude aces oa let erat ducus tee anne 


GATING ccc ce vacua ade eesce: a eee Geena a enka loses ugateae es, bacheuanattntrsed eee eclee-dtmnen eantnaye aes 


VETS Beco atc haat tests acs atc sas te ah ty SJ vies deise Ba ciscip aious iin cha see 


Property, plant and equipment — net ........ 0.0... eee eee eee 
OTHER ASSETS: #.2::5.402%4.204840 VE ee tea cad ah eA ERS Eee PP ee ee hae 
TOTAL ASSETS. sus cectae fieee gs beig nels «Ph Ae eed ee ee ks 

LIABILITIES AND MEMBERS’ EQUITY 
CURRENT LIABILITIES 


Accounts payable: 
Members: and affiliates: <siy1 ess cue eeta wdet at o5 kee eae seme seats 


"TAXsEXEMpPU TE VENUE: DONS ..5:-0.5.6-5:16) 229 aged -blapalan snags aaseup avails pogiarebea bla. quadvatacge ond 
Accrued labihtes: 2 ne ncd gh iad tdigd teed diw a be id eee Seed baa het 
Interest and taxes payable .. 0.0... eee e nee 
Payable to members for financial support .......... 0... cece eee eee 


Total current Wabilities: 03.200 cc3S4 ce GB ens beste ee CR See wee bees 
OTHER LIABILITIES ........0... 0.00.0. 


Votal. abilities: gece dcenarensdu Gad 6:9 bead Gade ed cece eed a Phan dew ek eee 


MEMBERS’ EQUITY 
Members’ initial investment ..; <a 01 9s oes ca died ack dee he Ba Re ee ee eek 


Total members equity ..2. 6000 sodden Soe be bee dhe td eee ed eo ead 
TOTAL LIABILITIES AND MEMBERS’ EQUITY ...................00.-. 


December 31, 
2012 2011 
(Unaudited) (Audited) 


$ 336,570 $ 42,275 


— 11,361 
268 36,694 
8,783 104,776 
851 228 
68,230 159,594 
1,485 15,707 


416,187 370,635 


— 19,315 
— 3,012,619 
_— 108,307 


—_ 29,722 


— 3,169,963 
— (3,169,963) 


119 10,374 
$ 416,306 $ 381,009 


$ — $ 423,706 
19,117 346,917 

— 355,683 

190,158 76,480 
64,843 1,459 


1,622,000 654,000 


1,896,118 1,858,245 
102,222 115,223 


1,998,340 1,973,468 


1,343,429 1,343,429 
(2,885,218) (2,898,232) 
(40,245) (37,656) 


(1,582,034) (1,592,459) 
$ 416,306 $ 381,009 


See accompanying notes to financial statements. 
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HOVENSA L.L.C. 


STATEMENTS OF OPERATIONS, COMPREHENSIVE INCOME (LOSS) 
AND (ACCUMULATED DEFICIT) RETAINED EARNINGS 
(Dollars in thousands) 


Years Ended December 31, 


2012 2011 2010 
(Unaudited) (Audited) (Audited) 

SAVERS -s cee crass sone eee ranean e See HG eee $ 1,633,357 $13,126,326 $12,258,297 
OPERATING EXPENSES 

PROCUCE COSIS: 63464 ncc'ds we Sars Rs ee dels kes EA oe ee 1,073,019 12,803,408 11,926,310 

Operating expenses: ss .c.% ios be ad Mae ta bee go eute s das dias 324,794 554,516 586,336 

Depreciation and amortization ............... 00.00.0000 eee —_— 128,403 142,503 

Asset impairments and shutdown related charges .............. 152,759 2,072,600 —_— 

Total operating expenses ....... 0.0... cee ee eee ee eee 1,550,572 15,558,927 12,655,149 
OPERATING INCOME (LOSS) ............ 000000 cece eens 82,785 = (2,432,601) (396,852) 
OTHER NON-OPERATING INCOME (EXPENSE) 

Interestiexpensesa.54.05 dane (awed da beg MEO SEEN eee ee Ouse ds (82,419) (38,689) (25,904) 

Other income (expense), net... 2... eee eee eee 12,648 (15,962) (15,173) 
NET INCOME (LOSS) ........... 00000. $ 13,014 $(2,487,252) (437,929) 
COMPONENTS OF COMPREHENSIVE INCOME (LOSS) 

Neétancome (Oss). ¢ 4:2 3 Kee gece SG erase ead eee ee eS $ 13,014 $(2,487,252) (437,929) 

Other comprehensive income (loss): 

Change in retirement plan liabilities .....................0. (2,589) 9,898 (1,789) 
COMPREHENSIVE INCOME (LOSS) ...................6. $ 10,425 $(2,477,354) (439,718) 
(ACCUMULATED DEFICIT) RETAINED EARNINGS 

Opening balance .ag0.2 ees ha bee ene seed eee kw eee Odea $(2,898,232) $ (410,980) 26,949 
Net income (loss) ... 0.0.0.0... ccc eee nets 13,014 (2,487,252) (437,929) 
CLOSING BALANCE ..........0.0.0. 000 ccc cee $(2,885,218) $ (2,898,232) (410,980) 


See accompanying notes to financial statements. 


99 


HOVENSA L.L.C. 


STATEMENTS OF CASH FLOWS 
(Dollars in thousands) 


Years Ended December 31, 
2012 2011 2010 
(Unaudited) (Audited) (Audited) 


CASH FLOWS FROM OPERATING ACTIVITIES 
Net income (lOSS) 20... 00.0 cece cece ete eee e ees $ 13,014 $(2,487,252) $(437,929) 
Adjustments to reconcile net income (loss) to net cash provided by 
(used in) operating activities: 


Depreciation and amortization .......... 0.0.0... cee eee eee ee _ 128,403 142,503 
Asset impairments and shutdown related charges ............... 152,759 2,072,600 —_ 
(Increase) decrease in accounts receivable ................20055 177,445 181,227 (104,173) 
(Increase) decrease in inventories ........... 0.00: e eee eee eee 80,724 65,698 16,043 
(Increase) decrease in deposits and prepaid expenses ............ 12,353 (510) (55) 
(Increase) decrease in other assets .......... 0.0 cee eee eee eee 10,255 16,419 26,695 
Increase (decrease) in accounts payable and accrued liabilities ..... (812,828) (218,068) 47,343 
Increase (decrease) in interest and taxes payable ................ 63,384 (509) 143 
Increase (decrease) in other liabilities ............... 00.000 0005 (26,489) (25,473) (2,798) 
Net cash used in operating activities .......... 0.0... e ee ee eee (329,383) (267,465) (312,228) 
CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures ...... 0.0... cece ce eens — (39,373) (70,206) 
Net cash used in investing activities ........ 0.0.00... ee ee eee —_— (39,373) (70,206) 
CASH FLOWS FROM FINANCING ACTIVITIES 
(Increase) decrease in debt service fund .................000005 11,361 (1) (17) 
Increase (decrease) in long-term debt, net .................0.4. (355,683) (350,000) 350,000 
Increase in payable to members for financial support ............ 968,000 654,000 — 
Net cash provided by financing activities .................... 623,678 303,989 349,983 
NET INCREASE (DECREASE) IN CASH AND CASH 
EQUIVALENTS ......... 0... 0c teens 294,295 (2,849) (32,451) 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR .. 42,275 45,124 77,575 
CASH AND CASH EQUIVALENTS AT END OF YEAR .......... $ 336,570 $ 42,275 $ 45,124 


See accompanying notes to financial statements. 
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1. Basis of Financial Statements and Significant Accounting Policies 
Nature of Business 


Background: HOVENSA L.L.C. (the “Company” or “HOVENSA”) was formed as a 50/50 joint venture 
between subsidiaries of Petroleos de Venezuela, SA. (“PDVSA”) and Hess Corporation (“Hess”), to own and 
operate the Company’s refinery located in St. Croix, United States (U.S.) Virgin Islands. The Company’s 
members are PDVSA V.I., Inc., a subsidiary of PDVSA, and Hess Oil Virgin Islands Corp. (““HOVIC”), a 
subsidiary of Hess. Through January 2012, the Company purchased crude oil from PDVSA, Hess and third 
parties, and manufactured and sold petroleum products primarily to PDVSA and Hess. 


HOVENSA operates under a Concession Agreement with the Government of the U.S. Virgin Islands. The 
original Concession Agreement was entered into on September 1, 1965 and the Third Amendment to the 
Concession Agreement is due to expire on August 1, 2022. The Concession Agreement can be extended with 
Virgin Islands government approval which has occurred on two previous occasions. 


Shutdown of Refinery: \n December 2011, the Company’s members agreed to shut down refining 
operations effective January 18, 2012. As a result of this decision, the Company recorded non-cash charges 
totaling $2,072,600 in December 2011 to fully impair its property, plant and equipment and recognize certain 
other expenses related to the shutdown decision. Following the refinery shutdown, the Company redeemed its 
outstanding debt, liquidated a majority of its inventory and settled a portion of its liabilities. In 2012, additional 
shutdown related charges totaling $152,759 were recorded, primarily for the estimated legal obligations for 
hydrocarbon removal and tank cleaning costs. 


During 2012 and continuing into 2013, HOVENSA and the Government of the Virgin Islands engaged in 
discussions pertaining to HOVENSA’s plan to run the facility as an oil storage terminal while Hess and PDVSA 
pursue a sale of HOVENSA. 


Basis of Presentation and Going Concern 


The accompanying financial statements of HOVENSA have been prepared in conformity with United States 
generally accepted accounting principles (“U.S. GAAP”). These financial statements have been prepared 
assuming HOVENSA will continue as a going concern. As further explained in Notes 2 and 3 below, the 
Company fully impaired its property, plant and equipment and recorded certain refinery shutdown costs at 
December 31, 2011. Additional refinery shutdown costs were recorded in 2012. The Company received financial 
support from the members in 2012 to fund expenditures for the refinery shutdown and conversion to an oil 
storage terminal. The Company believes that it has adequate funding for 2013 activities. 


Use of Estimates 


In preparing financial statements in conformity with U.S. GAAP, management makes estimates and 
assumptions that affect the reported amounts of assets and liabilities in the balance sheet and revenues and 
expenses in the statement of operations. Actual results could differ from those estimates. Among the estimates 
made by management are asset impairments, refinery shutdown costs, inventory and other asset valuations, legal 
and environmental obligations and pension liabilities. 
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Revenue Recognition 

The Company recognizes revenues from the sale of petroleum products when title passes to the customer, 
which generally occurs when products are shipped or delivered in accordance with the terms of the respective 
sales agreements. 
Cash and Cash Equivalents 

Cash equivalents consist of highly liquid investments, which are readily convertible into cash and have 
maturities of three months or less when acquired. 
Debt Service Fund 

The debt service fund is cash held by a trustee representing six months of interest and fees payable on the 
Company’s outstanding tax-exempt revenue bonds. 
Inventories 


Inventories of crude oil and refined products used in refining operations are valued at the lower of last-in, 
first-out (“LIFO”) cost or market. Other inventories, including refined products purchased for resale or used in 
operations, as well as materials and supplies are valued at the lower of average cost or market. 


Depreciation 


Depreciation of refinery facilities through December 31, 2011 was determined principally on the units-of- 
production method based on estimated production volumes. Depreciation of all other equipment was determined 
on the straight-line method based on estimated useful lives. 


Maintenance and Repairs 


Maintenance and repairs are expensed as incurred. 


Impairment of Long-Lived Assets 


Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of the assets may not be recoverable. The impairment recognized is the amount by which the 
carrying amount exceeds the estimated fair market value of the assets. 


Asset Retirement Obligations 


Asset retirement obligations must be recorded at fair value in the period in which it is determined that a 
legal obligation exists and a reasonable estimate of the fair value of the liability can be made. 


Environmental Expenditures 


Liabilities for future remediation costs are recorded when environmental assessments or remedial efforts are 
probable and the costs can be reasonably estimated. Other than for assessments, the timing and magnitude of 
these accruals generally are based on the completion of investigations or other studies or a commitment to a 
formal plan of action. Environmental liabilities are based on best estimates of probable undiscounted future costs 
using currently available technology and applying current regulations. Such accruals are adjusted as further 
information develops or circumstances change. Recoveries of environmental remediation costs from other parties 
are recorded as assets when their receipt is deemed probable. 
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Income Taxes 


The Company is a limited liability company and, as a result, income taxes are the responsibility of the 
members. Accordingly, no effect of income tax has been recognized in the accompanying financial statements. 


Retirement Plans 


The Company recognizes on its balance sheet the underfunded status of its defined benefit retirement plans 
measured as the difference between the fair value of plan assets and the benefit obligations. The benefit 
obligation is the projected benefit obligation in the case of the non-contributory defined benefit pension plan and 
the projected post-retirement benefit obligation for the post-retirement medical plan. The Company recognizes 
the net changes in the plan assets and benefit obligations of its defined benefit retirement plans in the year in 
which such changes occur. 


Prior service costs and gains and losses in excess of 10% of the greater of the benefit obligation or the 
market value of assets are amortized over the average remaining service period of active employees. 


The determination of the obligations and expenses related to these plans are based on several actuarial 
assumptions, the most significant of which relate to the discount rate for measuring the present value of future 
plan obligations; expected long-term rates of return on plan assets and rate of future increases in compensation 
levels. These assumptions represent estimates made by the Company, some of which can be affected by external 
factors. 


Subsequent Events 


Subsequent events have been evaluated through February 28, 2013. 


2. Asset Impairment and Refinery Shutdown Related Charges 


On January 18, 2012, HOVENSA announced the decision to shut down its refinery operations after 
experiencing substantial operating losses due to global economic conditions and competitive disadvantages 
versus other refiners. Such losses were incurred despite efforts to improve operating performance by reducing 
refining capacity to 350,000 barrels per day from 500,000 barrels per day in the first half of 2011. Operating 
losses were also projected to continue. The Company prepared an impairment analysis as of December 31, 2011, 
which indicated that undiscounted future cash flows would not recover the carrying value of its assets. As a 
result, the Company recorded an impairment charge of $1,900,349 representing the difference between the 
carrying value and the estimated fair market value of property, plant and equipment at December 31, 2011. 
Estimated fair value was determined based on discounted future cash flows (a Level 3 fair value measure). In 
addition, the Company recorded other charges for obligations incurred in 2011 related to the decision to shut 
down the refinery totaling $172,251, including recognition of legally required employee and contractor severance 
costs and a reduction in carrying value of warehouse inventory and other assets. 


During 2012, the Company recorded an additional $152,759 primarily for estimated obligations incurred 
due to hydrocarbon removal and tank cleaning costs, which became legal obligations upon shutdown of the 
refinery. 


103 


HOVENSA L.L.C. 


NOTES TO FINANCIAL STATEMENTS - (Continued) 
(Dollars in Thousands) 


3. Future Refinery Shutdown Expenditures 


The Company is expected to incur additional refinery shutdown costs in excess of amounts that can be 
accrued at December 31, 2012 and 2011 under US GAAP, including costs related to the preservation of refinery 
process equipment, enhanced employee and contractor severance and benefits, estimated losses on long-term 
contracts and other costs. The Company estimated that after liquidation of current assets and liabilities 
approximately $900,000 would be required to settle all obligations at December 31, 2011. Approximately 
$735,000 was paid in 2012, with no material change in the total estimated obligations. 


4. Related Party Transactions 


During 2012 and 2011, HOVENSA received financial support from its members primarily by delaying the 
normal timing of payments to PDVSA for crude oil purchases, as well as accelerating payments from Hess for 
refined product sales. At December 31, 2012 and 2011, interest bearing financial support provided by both 
members in the aggregate of $1,622,000 and $654,000, respectively, is recorded as a current liability in the 
balance sheet. Interest expense incurred of $82,419 in 2012 relates primarily to the payable to members for 
financial support. 


The Company has long-term crude oil supply agreements with Petroleum Marketing International 
(“Petromar”) a subsidiary of PDVSA, under which Petromar agrees to sell to HOVENSA a monthly average of 
155,000 barrels per day of Mesa crude oil and 115,000 barrels per day of Merey crude oil. The Company also has 
a product sales agreement with Hess and Petromar that requires Hess and Petromar each to purchase after any 
sales of refined products by HOVENSA to third parties, 50% of HOVENSA’s gasoline, distillate, residual fuel 
and other products at market prices. Purchases and sales under these agreements ceased on April 1, 2012 
following the shutdown of refining operations. 


A summary of all material transactions between the Company, its members and affiliates follows: 


2012 2011 2010 
(Unaudited) (Audited) (Audited) 

Sales of petroleum products: 

GSS pki iw ake et eae he we ee ae toed eae ae wee A $144,797 $3,805,821 $4,307,112 

PDYVSA sieviateiesbee' ees ewie oe Mee eked Bees 147,232 3,937,571 4,254,761 
Purchases of crude oil and products: 

GS8i fh ebb Rode Ge hh es AE eh Me derSae st ences 191,425 709,570 607,040 

BDV SA neets teaeatt omen .bdee PARE Me ded bie ede ORs A 524,517 6,412,491 6,214,869 
Administrative service agreement fee paid to Hess ....... 4,286 4,018 6,481 
Bareboat charter of tugs and barges paid to HOVIC ...... 2,880 2,873 3,161 
Marine revenues received from PDVSA and Hess........ —_— 567 911 

5. Inventories 
Inventories as of December 31 were as follows: 
2012 2011 
(Unaudited) (Audited) 
CriderOil «. sis2c5 aco g.carhieatawceke na thets ct ces aaa ati deat tra ncaa g baad teats $ 52,878 $ 183,345 
Refined and other finished products ........... 0.000000 e eee eee eee 92,154 657,914 
ILess? IFO adjustment (6 .0.025-is00e Gay heaacetgeav ecocaigon maeepl uoegedy ana dabe ea ees (103,318) (734,177) 
41,714 107,082 

Materials: and suppltes: «cici4.c 05 vac oe% oes e kd naw te a4 Bees beds aes 26,516 52,512 

MOAN «5,25 a pe ras Wicciatattean ake taiae Sosa) aha Gunes. cAlsnton m prgpatare Guayahee steed omega $ 68,230 $ 159,594 
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During 2012 and 2011, reductions of inventory quantities resulted in a liquidation of LIFO inventories 
carried at below market costs, which improved operating results by approximately $745,000 and $270,000 
respectively. During 2013, the Company intends to liquidate its remaining crude oil, refined and other finished 
products inventory. 


6. Tax Exempt Revenue Bonds and Other Long-term Debt 


Outstanding borrowings at December 31 consisted of the following: 


2012 2011 
(Unaudited) (Audited) 
Tax-exempt revenue bonds (issued in 2002) at 6.50% ............0.005. $ — $126,753 
Tax-exempt revenue bonds (issued in 2003) at 6.125% ..............00. — 74,175 
Tax-exempt revenue bonds (issued in 2004) at 5.875% ............0.00- —_— 50,660 
Tax-exempt revenue bonds (issued in 2007) at 4.70% 1.1.0... 0.0.0. e eee — 104,095 
Total tax exempt revenue bonds ............ 000. c cee eee eee eee $ — $355,683 


During 2012, the Company successfully tendered a cash offer for its $355,683 outstanding tax-exempt 
revenue bonds. The terms of the tender offer included a purchase price at par value, plus accrued but unpaid 
interest up to the purchase date, subject to the terms of the offering document. 


HOVENSA had a 5-year $400,000 revolving credit facility until December 30, 2011, when it repaid 
outstanding borrowings and terminated the revolving credit facility. The agreement was collateralized by the 
physical assets and certain material contracts of the Company. 


7. Environmental Matters 


In 2011, the Company signed a Consent Decree with the U.S. Environmental Protection Agency (EPA) 
which among other things requires the Company to install equipment and implement additional operating 
procedures to reduce emissions over the next 10 years. The cost of installing this equipment would have been 
approximately $700,000. Since the refining facilities were shut down in 2012, with plans to subsequently operate 
as an oil storage terminal, the Company believes it will not be required to make material expenditures as outlined 
in the Consent Decree. Under the terms of the Consent Decree, the Company paid a penalty of $5,375 in 2011. 


In the normal course of its business, the Company records liabilities for future environmental remediation 
expenditures when such environmental obligations are probable and reasonably estimable. 


The Company is required to provide financial assurance to the EPA in connection with various forms of 
environmental compliance. The required financial assurance totaled approximately $41,000 at December 31, 
2012 and $48,000 at December 31, 2011. This requirement was met by posting a letter of credit in 2012 and by 
passing a financial test in 2011. 


8. Contingencies 


The Company is subject to loss contingencies with respect to various lawsuits, claims and other 
proceedings, including environmental matters. A liability is recognized in the Company’s financial statements 
when it is probable a loss has been incurred and the amount can be reasonably estimated. If the risk of loss is 
probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably possible, a liability 
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is not accrued; however, the Company discloses the nature of those contingencies. In management’s opinion, 
based upon currently known facts and circumstances, the outcome of such loss contingencies will not have a 
material adverse effect on the Company’s financial condition, results of operations and cash flows. 


9. Retirement Plans 


The Company has a funded non-contributory, defined benefit pension plan for substantially all of its 
employees. The plan provides defined benefits based on years of service and final average salary. At 
December 31, 2012 and 2011, the actuarial assumptions for the determination of the projected benefit obligation 
reflect the transition of the refinery to an oil storage terminal. The non-contributory defined benefit pension plan 
will remain in place and meet future obligations in accordance with terms of the plan, but terminated employees 
will no longer earn service toward future benefits. 


The following table reconciles the projected benefit obligation and fair value of plan assets and shows the 
funded status of the pension plan: 


2012 2011 
(Unaudited) (Audited) 
Reconciliation of projected benefit obligation: 


Benefit obligation at January 1.1... 2... ee eee ee $128,567 $116,572 
DETVICE'COSIS: gece stun ciachas eae eee ee ca weed Be ea dee eel ae 5,707 9,243 
Interest. costs. és: ¢ccacdeedde ised Mocs eda eeaaweed eee tee dds 5,413 6,373 
Actuarial (gain) 1088... wis eae ca ee ead ee OV Oe eae Pees 6,560 (1,403) 
Benefit payMents: «4.04.06 dn Sse ead ae bees ens eens Sea (3,089) (2,218) 
Projected benefit obligation at December 31 ..................05. 143,158 128,567 
Reconciliation of fair value of plan assets: 
Fair value of plan assets at January 1.1.2.0... eee eee 84,751 72,400 
Actual return on plan assets... 2.0... eee eee eee 9,480 1,809 
Employer contributions .... 0.0.0.0... cee ce eee 13,100 12,760 
Benefit payMents: occssae ace keris areiligeauayaut eghaaedeya wees ob eicabata, Gutceup ae eatnieedss (3,089) (2,218) 
Fair value of plan assets at December 31 ..................02000. 104,242 84,751 
Funded status (plan assets less than benefit obligation) ................. (38,916) (43,816) 
Unrecognized net actuarial losses ... 0.0... 2. eee eee 37,941 36,367 
Net amount recognized ....... 0.0... cece eee eee ene eens $ (975) $ (7,449) 


The accumulated benefit obligation was $137,831 at December 31, 2012 and $124,769 at December 31, 
2011. 


Components of funded pension expense consisted of the following: 


2012 2011 2010 
(Unaudited) (Audited) (Audited) 
DEEVICECOSE wane eects h Saree eden recs wipe Pe citoo coe donee See $5,707 $9,243 $ 8,964 
WNTEFESHICOSE se . waa ei a aod pare edtee ees deeb ahdttamte alech ale aces ate te 5,413 6,373 5,684 
Expected return on plan assets ...... 0.0.00. cece eee eee ee (6,221) (5,427) (4,095) 
Amortization of unrecognized net actuarial losses ............. 1,727 1,896 1,944 
Net periodic benefit cost ........... 0.000 cece eee eee $ 6,626 $12,085 $12,497 
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The actuarial assumptions used in the Company’s pension plan were as follows: 
2012 2011 2010 
(Unaudited) (Audited) (Audited) 


Assumptions used to determine benefit obligations at December 31: 
Discount Tate Soyo eda since nse ety Hest Cag dh arieme atures 4.0% 4.4% 5.6% 


Rate of compensation increase .......... 0.0.0.0. eee eee eee 4.2% 4.2% 4.2% 


Assumptions used to determine net costs for years ended December 31: 


DISCOUNE Tate: 42 bad ean ea Oe ee Saree aa he aa aude aes 4.4% 5.6% 6.0% 
Expected return on plan assets ............ 00.00.0000 0000 7.0% 7.0% 7.0% 
Rate of compensation increase ............ 0.0.00. eee eee eee 4.2% 4.2% 4.2% 


The assumptions used to determine net periodic benefit cost for each year were established at the end of 
each previous year while the assumptions used to determine benefit obligations were established at each year- 
end. The net periodic benefit cost and the actuarial present value of benefit obligations are based on actuarial 
assumptions that are reviewed on an annual basis. The discount rate is developed based on a portfolio of high- 
quality fixed-income investments that matches the maturity of the plan obligations. The overall expected return 
on plan assets is developed from the expected future returns for each asset category, weighted by the expected 
allocation of pension assets to that asset category. The Company engages an independent investment consultant 
to assist in the development of expected returns. 


The Company’s pension plan assets by category are as follows: 


2012 2011 
(Unaudited) (Audited) 
Asset category 


IFQuity SECURITIES: 2.5.5 ccd ned aisha ae Ged Gia ectidw Sie Srdeerias Be SRY 27% 56% 
DEBUSECUMIMES: 2.28 boc Sestgreeiegrapeth ade ces Ma a oeetRes aa ae a AUR Ras ayaa Pe 73 44 
OAL. 6 2iciattin elie Garhoeatieton on ead Sateen etd « Seeks SA Rae 100% 100% 


In order to reduce risk to the pension plan assets, target investment allocations were revised in 2012 to 73% 
debt securities and 27% equity securities. The target investment allocations for 2011 were 55% equity securities 
and 45% debt securities. Asset allocations are rebalanced on a regular basis throughout the year to bring assets to 
within a 2-3% range of target levels. Target allocations take into account analyses performed by the Company’s 
pension consultant to optimize long-term risk/return relationships. All assets are highly liquid and may be readily 
adjusted to provide liquidity for current benefit payment requirements. 

For purposes of valuing pension investments, a hierarchy for the inputs is used to measure fair value based 
on the source of the input, which generally range from quoted prices for identical instruments in a principal 
trading market (Level 1) to estimates determined using related market data (Level 3). 


The following tables provide the fair value hierarchy of the financial assets of the qualified pension plan as 
of December 31, 2012 and 2011: 


Level 1 Level 2 Level 3 

December 31, 2012 (Unaudited) 

Cash and short-term investment funds ................ $ — § 144 ¢ — 
U.S. equities (domestic) ....... 0... ce eee eee eee 22,934 — — 
International equities (non-U.S.) ..... 0.0.0... ee eee 5,537 — — 
FIXOd ANCOMEC® sc 5..6c5 6608. Racenin dod Bes ce kes due ohe Ea TS 75,627 — — 

T Ota ia fe arts Geacteed oie ete ne Ghd deat ie OR bade aan TS $ 104,098 $ 144 $ — 
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Level 1 Level 2 Level 3 
December 31, 2011 (Audited) 


Cash and short-term investment funds .....................0. $ — $ 329 §$ — 
U.S. equities (domestic) ....... 0... eee eee eee eee 38,872 — — 
International equities (non-U.S.) 2.2... eee 8,338 — — 
FIX€d INCOME) 3.0. b.6bos cee does data eb Gene et ewe ee aeews 37,212 — — 


Cash and short-term investment funds consist of cash on hand, which is invested in a short-term investment 
fund that provides for daily investments and redemptions and is valued and carried at a $1 net asset value (NAV) 
per fund share. 


Equities consist of registered mutual fund investments whose diversified holdings primarily include 
common stock securities issued by U.S. and non-U.S. corporations, respectively. Mutual fund shares are valued 


daily, with the NAV per fund share published at the close of each business day. These investments are classified 
as Level 1. 


Fixed income securities consist of registered mutual fund investments whose diversified holdings primarily 
include U.S. Treasury securities, corporate bonds and mortgage backed securities. 


HOVENSA has budgeted contributions of approximately $13,000 to its funded pension plan in 2013. 


Estimated future pension benefit payments, which reflect expected future service, are as follows: 


2OUS: «th id tee eOiatee tae yeas eed oh btid ehh edeawtedaee $ 4,713 
DOW 5. Sach tosh dk ocddest Selene Oe a. ep daha ayeld Sheva lb teh ded igastland day Pa hldceie Gites San grenade RS gras and 4,816 
DOU) oiincsead ewe tet tee aud sal dddach dead Raa eek ante Ginn 4 tte teed bees 4,891 
ONG cass cash oe cg gee bay dee deisfaravaodhahe aah destensecsydhacesalg Band ash Wudnaua stare eagudoa ct tvcorgua acd natande Maca Peat eens 4,956 
DONT 6 thane akante ete beagle ee ha teg meme ta skeet eee eed 5,072 
Mears: 2008 to 2022 sacs: ecessidtie tag aoe tbedia dudbiaedee se diday hg Blacl Saple et unle a tdnditied apeah ine aes 27,174 


The Company also maintains an unfunded post-retirement medical plan that provides health benefits to 
certain qualified retirees from ages 55 through 65. The projected benefit obligation for this plan was 
approximately $11,325 as of December 31, 2012 and $11,864 as of December 31, 2011. The decrease in the 
projected benefit obligation includes a change in actuarial assumptions to reflect the transition of the refinery to 
an oil storage terminal. This plan will also remain in place and meet future obligations in accordance with terms 
of the plan, but terminated employees will no longer earn service toward future benefits. 
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2006 incorporated by reference to Exhibit 3 of Registrant’s Form 10-Q for the three months ended 
June 30, 2006. 

By-laws of Registrant incorporated by reference to Exhibit 3(1) of Form 8-K of Registrant dated 
February 2, 2011. 

Five-Year Credit Agreement dated as of April 14, 2011, among Registrant, certain subsidiaries of 
Registrant, J.P. Morgan Chase Bank, N.A. as lender and administrative agent, and the other 
lenders party thereto, incorporated by reference to Exhibit 10(1) of Form 8-K of Registrant dated 
April 14, 2011. 

Indenture dated as of October 1, 1999 between Registrant and The Chase Manhattan Bank, as 
Trustee, incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the three 
months ended September 30, 1999. 

First Supplemental Indenture dated as of October 1, 1999 between Registrant and The Chase 
Manhattan Bank, as Trustee, relating to Registrant’s 78% Notes due 2009 and 778% Notes due 
2029, incorporated by reference to Exhibit 4(2) to Form 10-Q of Registrant for the three months 
ended September 30, 1999. 

Prospectus Supplement dated August 8, 2001 to Prospectus dated July 27, 2001 relating to 
Registrant’s 5.30% Notes due 2004, 5.90% Notes due 2006, 6.65% Notes due 2011 and 
7.30% Notes due 2031, incorporated by reference to Registrant’s prospectus filed pursuant to 
Rule 424(b)(2) under the Securities Act of 1933 on August 9, 2001. 

Prospectus Supplement dated February 28, 2002 to Prospectus dated July 27, 2001 relating to 
Registrant’s 7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus filed 
pursuant to Rule 424(b)(2) under the Securities Act of 1933 on March 1, 2002. 

Indenture dated as of March 1, 2006 between Registrant and The Bank of New York Mellon as 
successor to JP Morgan Chase, as Trustee, including form of Note. Incorporated by reference to 
Exhibit 4 to Registrant’s Form S-3ASR filed with the Securities and Exchange Commission on 
March 1, 2006. 

Form of 2014 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant 
and The Bank of New York Mellon, as successor to JP Morgan Chase as Trustee. Incorporated by 
reference to Exhibit 4(1) to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 

Form of 2019 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant 
and The Bank of New York Mellon, as successor to JP Morgan Chase, as Trustee. Incorporated 
by reference to Exhibit 4(2) to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 

Form of 6.00% Note, incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant 
filed on December 15, 2009. 

Form of 5.60% Note incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant filed 
on August 12, 2010. Other instruments defining the rights of holders of long-term debt of 
Registrant and its consolidated subsidiaries are not being filed since the total amount of securities 
authorized under each such instrument does not exceed 10 percent of the total assets of Registrant 
and its subsidiaries on a consolidated basis. Registrant agrees to furnish to the Commission a copy 
of any instruments defining the rights of holders of long-term debt of Registrant and its 
subsidiaries upon request. 

Extension and Amendment Agreement between the Government of the Virgin Islands and Hess 
Oil Virgin Islands Corp. incorporated by reference to Exhibit 10(4) of Form 10-Q of Registrant 
for the three months ended June 30, 1981. 

Restated Second Extension and Amendment Agreement dated July 27, 1990 between Hess Oil 
Virgin Islands Corp. and the Government of the Virgin Islands incorporated by reference to 
Exhibit 19 of Form 10-Q of Registrant for the three months ended September 30, 1990. 

Technical Clarifying Amendment dated as of November 17, 1993 to Restated Second Extension 
and Amendment Agreement between the Government of the Virgin Islands and Hess Oil Virgin 
Islands Corp. incorporated by reference to Exhibit 10(3) of Form 10-K of Registrant for the fiscal 
year ended December 31, 1993. 

Third Extension and Amendment Agreement dated April 15, 1998 and effective October 30, 1998 
among Hess Oil Virgin Islands Corp., PDVSA V.L., Inc., HOVENSA L.L.C. and the Government 
of the Virgin Islands incorporated by reference to Exhibit 10(4) of Form 10-K of Registrant for 
the fiscal year ended December 31, 1998. 
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10(8)* 


10(9)* 


10(10)* 
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10(12)* 


10(13)* 


10(14)* 


10(15)* 
10(16)* 


10(17)* 


10(18)* 


10(19)* 


10(20)* 


10(21)* 


10(22)* 


10(23)* 


10(24)* 


10(25)* 


Incentive Cash Bonus Plan description incorporated by reference to Item 5.02 of Form 8-K of 
Registrant filed on March 13, 2012. 

Financial Counseling Program description incorporated by reference to Exhibit 10(6) of 
Form 10-K of Registrant for fiscal year ended December 31, 2004. 

Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) of 
Form 10-K of Registrant for fiscal year ended December 31, 2006. 

Performance Incentive Plan for Senior Officers, as amended, as approved by stockholders on 
May 4, 2011, incorporated by reference to Annex A to the definitive proxy statement of the 
Registrant dated March 25, 2011. 

Hess Corporation Pension Restoration Plan dated January 19, 1990 incorporated by reference to 
Exhibit 10(9) of Form 10-K of Registrant for the fiscal year ended December 31, 1989. 
Amendment dated December 31, 2006 to Hess Corporation Pension Restoration Plan incorporated 
by reference to Exhibit 10(10) of Form 10-K of Registrant for fiscal year ended December 31, 
2006. 

Letter Agreement dated May 17, 2001 between Registrant and John P. Rielly relating to 
Mr. Rielly’s participation in the Hess Corporation Pension Restoration Plan, incorporated by 
reference to Exhibit 10(18) of Form 10-K of Registrant for the fiscal year ended December 31, 
2002. 

Second Amended and Restated 1995 Long-term Incentive Plan, including forms of awards 
thereunder incorporated by reference to Exhibit 10(11) of Form 10-K of Registrant for fiscal year 
ended December 31, 2004. 

2008 Long-term Incentive Plan, incorporated by reference to Annex B to Registrant’s definitive 
proxy statement filed on March 27, 2008. 

First Amendment dated March 3, 2010 and approved May 5, 2010 to Registrant’s 2008 
Long-term Incentive Plan, incorporated by reference to Annex B of Registrant’s definitive proxy 
statement dated March 25, 2010. 

Forms of Awards under Registrant’s 2008 Long-term Incentive Plan incorporated by reference to 
Exhibit 10(14) of Registrant’s Form 10-K for the fiscal year ended December 31, 2009. 

Form of Performance Award Agreement under Registrant’s 2008 Long-term Incentive Plan 
incorporated by reference to Exhibit 10(2) of Form 8-K of Registrant filed on March 13, 2012. 
Modified Form of Restricted Stock Award Agreement under Registrant’s 2008 Long-term 
Incentive Plan incorporated by reference to Exhibit 10(3) of Form 8-K of Registrant filed on 
March 13, 2012. 

Second Amendment dated March 23, 2012 and approved May 2, 2012 to Registrant’s 2008 Long- 
term Incentive Plan, incorporated by reference to Annex A of Registrant’s definitive proxy 
statement dated March 23, 2012. 

Compensation program description for non-employee directors, incorporated by reference to 
Item 1.01 of Form 8-K of Registrant filed on January 4, 2007. 

Amended and Restated Change of Control Termination Benefits Agreement dated as of May 29, 
2009 between Registrant and F. Borden Walker, incorporated by reference to Exhibit 10(1) of 
Form 10-Q of Registrant for the three months ended June 30, 2009. A substantially identical 
agreement (differing only in the signatories thereto) was entered into between Registrant and John 
B. Hess. 

Change of Control Termination Benefits Agreement dated as of May 29, 2009 between Registrant 
and John P. Rielly incorporated by reference to Exhibit 10(17) of Registrant’s Form 10-K for the 
fiscal year ended December 31, 2009. Substantially identical agreements (differing only in the 
signatories thereto) were entered into between Registrant and other executive officers (including 
the named executive officers, other than those referred to in Exhibit 10(17)). 

Letter Agreement dated March 18, 2002 between Registrant and F. Borden Walker relating to 
Mr. Walker’s participation in the Hess Corporation Pension Restoration Plan incorporated by 
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 
2001. 

Agreement between Registrant and Gregory P. Hill relating to his compensation and other terms 
of employment, incorporated by reference to Item 5.02 of Form 8-K of Registrant filed January 7, 
2009. 

Agreement between Registrant and Timothy B. Goodell relating to his compensation and other 
terms of employment incorporated by reference to Exhibit 10(20) of Registrant’s Form 10-K for 
the fiscal year ended December 31, 2009. 

Deferred Compensation Plan of Registrant dated December 1, 1999 incorporated by reference to 
Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 1999. 


10(26) 


10(27) 
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23(1) 


23(2) 
31(1) 


31(2) 


32(1) 


32(2) 


99(1) 


101(INS) 
101(SCH) 
101(CAL) 
101(LAB) 
101(PRE) 
101(DEF) 


Asset Purchase and Contribution Agreement dated as of October 26, 1998, among PDVSA V.L, 
Inc., Hess Oil Virgin Islands Corp. and HOVENSA L.L.C. (including Glossary of definitions) 
incorporated by reference to Exhibit 2.1 of Form 8-K of Registrant filed on November 13, 1998. 


Amended and Restated Limited Liability Company Agreement of HOVENSA L.L.C. dated as of 
October 30, 1998 incorporated by reference to Exhibit 10.1 of Form 8-K of Registrant filed on 
November 13, 1998. 


Subsidiaries of Registrant. 


Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm, dated 
February 28, 2013, to the incorporation by reference in Registrant’s Registration Statements 
(Form S-3 No. 333-179744, and Form S-8 Nos. 333-43569, 333-94851, 333-115844, 333-150992, 
333-167076 and 333-181704), of its reports relating to Registrant’s financial statements. 


Consent of DeGolyer and MacNaughton dated February 28, 2013. 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering Consulting 
Firm, dated January 31, 2013, on proved reserves audit as of December 31, 2012 of certain 
properties attributable to Registrant. 


XBRL Instance Document 

XBRL Schema Document 

XBRL Calculation Linkbase Document 
XBRL Labels Linkbase Document 
XBRL Presentation Linkbase Document 
XBRL Definition Linkbase Document 


* These exhibits relate to executive compensation plans and arrangements. 


Exhibit 21 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
SUBSIDIARIES OF THE REGISTRANT 


Name of Company _Jurisdiction_ 
Hess (Netherlands) Oil & Gas Holdings C.V. ..... keene The Netherlands 
Hess (Netherlands) U.S. GOM Ventures B.V. 2... 0... 0. eens The Netherlands 
Hess Capital Services Corporation ...... 0... 0... Delaware 
Hess:Capital Services: LLC. 3s tcccetnach akinesia te bee Ge hoes ede eed eee Delaware 

Hess Enerpy Exploration: Limited: csicceo ace cg be ees neo a eck ee a ee ek pe epee Delaware 

Hess Equatorial Guinea Ine: «oc.occsc nab eead woo sae we tee eep abe bsayined Ae warden Cayman Islands 
Hess Exploration & Production Holdings Limited .............. 0.0.0.0... e eee eee eee Delaware 

Hess Gulf of Mexico Ventures LLC. 200 cae teds ate ad Ghee enueae doe e aaa Delaware 

Hess International Holdings Corporation ........... 0.0... c cece eens Delaware 

Hess International Holdings Limited ......... 0.0.0.0. cee eee Cayman Islands 
Hess International Petroletam, InC.. j..53..6 seca aad sckees degeaune sop aha a giaadee a hee GE gage Bo ae eee lanate Cayman Islands 
Hess Libya (Waha). Limited... 2.004 cca conte dasa shied Gos todtsed td beta eedoees Cayman Islands 
Hess Vamited sae ca Sa asad bead eats Bele VSS Baa een ce acce ees eg aee aes United Kingdom 
Hess Norge: AS aged rate ci Sie ek Dad ade satin dda date dee Seeaeueba esa peed eee aaa Norway 

Hess Oulsand: Gas Moldings Ine oii ssc tcp thaeeg Gon: eb a bape teaep qoece a ig Bog acta Hagdest eee araeneela eee Cayman Islands 
Hess West Africa Holdings Limited ......... 0.0.00. eee eee Cayman Islands 


Other subsidiaries (names omitted because such unnamed subsidiaries, considered in the aggregate as a single 
subsidiary, would not constitute a significant subsidiary). 


Each of the foregoing subsidiaries conducts business under the name listed, and is 100% owned by the 
Registrant. 


Exhibit 23(1) 
Consent of Independent Registered Public Accounting Firm 


We consent to the incorporation by reference in the following Registration Statements: 


(1) Registration Statement (Form S-8 No. 333-43569) pertaining to the Hess Corporation Employees’ 
Savings Plan, 


(2) Registration Statement (Form S-8 No. 333-94851) pertaining to the Hess Corporation Amended and 
Restated 1995 Long-term Incentive Plan, 


(3) Registration Statement (Form S-8 No. 333-115844) pertaining to the Hess Corporation Second 
Amended and Restated 1995 Long-term Incentive Plan, 


(4) Registration Statement (Form S-8 No. 333-150992) pertaining to the Hess Corporation 2008 Long- 
term Incentive Plan, 


(5) Registration Statement (Form S-8 No. 333-167076) pertaining to the Hess Corporation 2008 Long- 
term Incentive Plan, 


(6) Registration Statement (Form S-8 No. 333-181704) pertaining to the Hess Corporation 2008 Long- 
term Incentive Plan, and 


(7) Registration Statement (Form S-3 No. 333-179744) of Hess Corporation; 
of our reports dated February 28, 2013, with respect to the consolidated financial statements and schedule of 
Hess Corporation and consolidated subsidiaries and the effectiveness of internal control over financial reporting 


of Hess Corporation and our report dated February 27, 2012 with respect to the financial statements of 
HOVENSA L.L.C., included in this Annual Report (Form 10-K) for the year ended December 31, 2012. 


Grnet ¥ LLP 


New York, New York 
February 28, 2013 


Exhibit 23(2) 


DEGOLYER AND MACNAUGHTON 
5001 SPRING VALLEY ROAD 
SUITE 800 EAST 
DALLAS, TEXAS 75244 


February 28, 2013 


Hess Corporation 
1185 Avenue of the Americas 
New York, New York 10036 


Ladies and Gentlemen: 


We hereby consent to the use of the name DeGolyer and MacNaughton, to references to DeGolyer and 
MacNaughton as an independent petroleum engineering consulting firm, to references to our third party letter 
report dated January 31, 2013, containing our opinion on the proved reserves attributable to certain properties 
owned by Hess Corporation, as of December 31, 2012, (our “Report”), under the heading “Oil and Gas Reserves- 
Reserves Audit,” and to the inclusion of our Report as an exhibit in Hess Corporation’s Annual Report on Form 
10-K for the year ended December 31, 2012. We also consent to all such references, including under the heading 
“Experts,” and to the incorporation by reference of our Report in the Registration Statements filed by Hess 
Corporation on Form S-3 (No. 333-179744) and Form S-8 (No. 333-43569, No. 333-94851, No. 333-115844, 
No. 333-150992, No. 333-167076 and No. 333-181704). 


Very truly yours, 


AM pred adtnl= 


DEGOLYER AND MACNAUGHTON 


Exhibit 31(1) 


I, John B. Hess, certify that: 
1. [have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant 
as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s 
board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 
By 


John B. Hess 


Chairman of the Board and 
Chief Executive Officer 


Date: February 28, 2013 


Exhibit 31(2) 


I, John P. Rielly, certify that: 
1. [have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant 
as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s 
board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


ai 


John P. Rielly 
Senior Vice President and 
Chief Financial Officer 


Date: February 28, 2013 


Exhibit 32(1) 


CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period 
ending December 31, 2012 as filed with the Securities and Exchange Commission on the date hereof (the 
Report), I, John B. Hess, Chairman of the Board and Chief Executive Officer of the Corporation, certify, 
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Corporation. 


Vie 6 Hee 


John B. Hess 
Chairman of the Board and 
Chief Executive Officer 


Date: February 28, 2013 


Exhibit 32(2) 


CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period 
ending December 31, 2012 as filed with the Securities and Exchange Commission on the date hereof (the 
Report), I, John P. Rielly, Senior Vice President and Chief Financial Officer of the Corporation, certify, pursuant 
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Corporation. 


© alii 


John P. Rielly 
Senior Vice President and 
Chief Financial Officer 


Date: February 28, 2013 


COMMON STOCK 
Listed New York Stock Exchange (ticker symbol: HES) 


Transfer Agent and Registrar 
Computershare 

P.O. Box 43006 

Providence, RI 02940-3006 
Telephone: 866-203-6215 
www.computershare.com/investor 


For Overnight Inquiries: 
Computershare 

250 Royall Street 
Canton, MA 02021 


DOCUMENTS AVAILABLE 


Copies of the Corporation’s 2012 Annual Report on 
Form 10-K, Quarterly Reports on Form 10-Q, Current 
Reports on Form 8-K and its annual proxy statement 
filed with the Securities and Exchange Commission, as 
well as the Corporation’s Code of Business Conduct 
and Ethics, its Corporate Governance Guidelines, and 
charters of the Audit Committee, Compensation and 
Management Development Committee and Corporate 
Governance and Nominating Committee of the Board 
of Directors, are available, without charge, on our Web 
site listed below or upon written request to the 
Corporate Secretary, Hess Corporation, 1185 Avenue 
of the Americas, New York, New York 10036. 

e-mail: corporatesecretary@hess.com 


The Corporation has also filed with the New York 
Stock Exchange (“NYSE”) its annual certification that 
the Corporation’s chief executive officer is not aware 
of any violation of the NYSE’s corporate governance 
standards. The Corporation has also filed with the 
SEC the certifications of its chief executive officer and 
chief financial officer required under SEC Rule 
13a-14(a) as exhibits to its 2012 Form 10-K. 


ANNUAL MEETING 


The Annual Meeting of Shareholders will be held on 
Thursday, May 16, 2013. 


DIVIDEND REINVESTMENT PLAN 


Information concerning the Dividend Reinvestment 
Plan available to holders of Hess Corporation 
common stock may be obtained by writing to 
Computershare, Dividend Reinvestment Department, 
P.O. Box 43006, Providence, RI 02940-3006, or 

by calling 1-866-203-6215 


Hess Web site 
www.hess.com 


® The Hess Annual Report cover and editorial sections are printed on recycled paper made from 
MIX fiber sourced from well-managed forests and other controlled wood sources and is independently 
Paper from certified to the Forest Stewardship Council (FSC) standards. 


responsible sources 
FSC 
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